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PREFACE 


Aldiough Cooperation has been working in the Province 
for over forty years, its achievements have been neither specta- 
cular nor • remarkable. Cooperation, by common consent, is 
regarded as the only effective method of lifting people from 
poverty to prosperity. Yet the people continue to be steeped in 
poverty. It is unfortunate that so far no attempt has been 
made to give a connected account of cooperative development 
in the Province and examine the causes of its slow growth. 
The field being unexplored, I selected it for my investigations. 

^ This volume embodies the thesis on ‘ Cooperative Move- 
ment in the United Provinces ’ submitted by me in 1946 for 
the Ph. D. degree in Commerce in the Lucknow University. 
The thesis was approved by the University. In the present 
book I have tried to examine the cooperative development in 
the Province critically, suggesting measures which I consider 
necessary for better results. 

The publication of the book has been delayed owing to paper 
shortage. Although printing was started in May, 1947,-^t could 
not be completed till a few days back. Even so, two types of 
paper had to be used. I crave the indulgence of the readers 
for this. 

In preparing this book I have freely drawn upon tlie 
Annual Reports issued by the Cooperative Department, the 
Manual of Cooperative Societies, U. P., the Proceedings of the 
U. P. Cooperative Conferences, the Proceedings of the Gon- 
Terences of Registrars and numerous cooperative journals. 

I am highly indebted to Prof. B. N. Das Gupta, Head of 
the Department of Commerce, Lucknow University for stimu- 
lating criticism and advice. My thanks are also due to Dr. R. N. 
Saksena, M.A., Ph'.D., D.Litt, Principal, D. A. V. College, 
Dehra Dun, for going through the manuscript and suggesting 
improvements, and to my pupil, Mr. Sant Saran Srivastava, for 
getting the type-script ready. The Cooperative Department, 
U. P., has given me unstinted cooperation in my investigations. 

I take this opportunity to thank Mi . Vishwanathan, tlie then 
Registrar, Mr. R. P. Mathur, the then Deputy Registiar, Mr. 
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COOPERATIVE MOVEMENT IN U. P. 

CHAPTER I 

THE UNITED PROVINCES 

The' United Provinces of Agra and Oudli occupy the central 
position in nortliern India. They extend over an area of 112,191 
" sq. miles. British territories cover 106,248 sq. • irdles and Indian 
States 6,943 sq. miles. 

Natural Divisions. On climatic, geological and ethnological 
grounds the Province can'be divided into four well defined, major 
tracts from North to South. 

(i) In the North, running from 'east to west, is the montane 
tract consisting of the Kumaun division and the Dehra Dun district. 
Cultivation in this tract is possible only in patches on the hillsides 
and in the valleys. Soil depends on the* rocks i from which ‘it is 
formed and variations in soil are frequent. The lower hills are 
generally well covered with thick forests. 

’ (ii) Immediately .south of the montane tract is a belt of sub- 
montane tract forming the second natural division of the U. P. 
It consists of the districts of Saharanpur, Bareilly, Bijnor, Pilibhit 
and Kheri in the west and-Bahraich, Gonda, Basti and Goraklipur 
in the east. The soil of this tract is mostly alluvial. The entire 
area is traversed by rivets and streamlets coming down from tlie 
higher liills and the soil is tlie result of unceasing action of these 
water courses.. There' is a tliick growth, of semi-tropical forests 
in the area, abounding in wild animals. 

(iii) The . greater part of the Province ' south of the sub- 
montane tract is a level plain watered by the Ganges, Jumna and 
Gogra. This portion is known as the Indo-Gangetic plain and , 
can be called ‘a gift of the Ganges'. On the basis of ‘ the fertility 
of soil and soil composition it is usually sub-divided into Indo- 
Gangetic plain “West, central and east. The soil of the Indo- 
Gangetic plain is alluvium brought down by the rivers from 
the Himalayas. The heavier particles were deposited first and 
form the coarse soil of the northern and western districts. Finer 
particles were carried farther down and form the rich, fine soils 
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of the central and the eastern part of the plains T^e li^o 

gcdcplain, -west, therefore. Knot so fertile as the Indo-GangcUc 

pUm, central ot cast 

(iv) The trans Jumna tract and its continuation after the 
junction of that rivet with the Gaog« is tlie fourth natural division 
of the Province The distticts of Jalaun, Hatmrput, Banda and 
Jhansi m the Bundclhhand division and Mitzaput and Benares 
Slate in the Benares diMSion cotnpnsc the tract This portion of 
the Province is broken up by low, rocky hills cot cred with stunted 
uces and jungle The low lying hills are die offshoots of the 
Vindhyan and Satpura ranges The soil in nans Jumna area is 
much less uaifoini It has been brought down by fluvial action 
from the central India plateau and is known as 'the Black Gittoc 
Sod Culnvauon on such a sod is very difficult, as water logging 
results if there is too much tain and the sod becomes so nard, 
ff rainfall 13 not suffiaent that « is difficult to plough it The 
whole area is covered with taviflcs and the sou on the whole 
IS poor 


Rainfall The U P gets most of its rainfall bctvSrcen June and 
Oaobec There is a small amount of rainfall m winter monAs 
also, usually towards the end of December ot early m January 
The rainfall decreases from north and east to south and west 

In the montane and sub montane regions the average annual 
rainfall amounts to ■30-60 inches In some places on the 
hills It K even 100 inches or mote In tlie Gorakhpur and 
Benares divisions, however, the average is about 40 inches 
while m the trans Jumna tract jt ranges between 25 to 30 
mches Bundelkhind and Agra divisions are generally subject 
to droughts ' ' 


PopuMon W.to the acepnon of e tew tticts, tlielefoic, 
both lairfiU and soil ctjodinons are fat oatitble to amcolttite 
No ■aondo. ien, that the U P is one of the most denselv 
I»pt^tedPmte«of IndB According to the Census of lOil 
thepopuUtionoftheU P 1,663 nullton souls as against 400 
intUion raple ennmetated m 1931 During 1931 1041 thus 
the popiSatioti of the Pravmo: showed an inctpse of 13 6 7 ’ 

Thepopulattooisaaimnte of aU lehgiom and ra^ hot 
Hindus predominate They form 83 27 of tVi. trsMi t’ 
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87*6 °/o of the people lives in rural areas. Only 12-4 % is 
to be found in the cities and the towns of the Province. 124 
per thousand live in the towns. The precentage of urban to 
rural population is the highest in the west and decreases steadily 
towards the east. 

Density. The density of population varies according to 
the fertility of the soil. It is 630 per sq. mile in tlie west, 638 
per sq. mile in the centre and 879 per sq. mile in the east. In 
cities and towns, naturally, the density of population is even 
liigher than the figures given above. The main factor in deter- 
mining tlie density of population is to what extent an area can 
support the population. Increase in the density of population 
from west to east is, thus, nothing un-natural. The density of 
population for the Province as a whole works out at 501 per sq. 
mile. For Japan it is 439, for the U. K. 489, for Germany 358 
and for Belgium 699 per sq. mile. 

Literacy. The popultion of the Province is, however, very 
backward as tlie figures for literacy will show. Only 8'6 % of tlie 
people could be classed as literate, even though die standard of 
literacy for census purposes was nothing more uian the ability to 
read and write one’s name. 

Facilities of getting education being more in urban areas, 
the percentage of literacy in cities and towns is higher than 
in rural areas. It is, indeed, a welcome sign that between 1931 
and 1941 the percentage has risen from 4*6 to 8*4. 

Occupations. ‘ Agriculture is the main industry of the Province 
and the cmef occupation and means of livelihood of 71’l°/o of the 
population. For another 8*2% of the people it provides a subsi- 
diary source of income. 79*37, population is, therefore, 

directly dependant on Agriculture. - 

The Province is not rich in minerals and consequently there is 
hardly any concentration of large scale industries except in a very 
few places like Cawnpore. 

The following table* will show the distribution of population 
by occupations : — ^ 

Total number of people following an occupation 27,101,770 
(A) Production of raw materials 20,191,273 

Pasture and Agriculture . / 20,161,339 

*Census of 1931. Later figures ate not available. 
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COOPERATIVE MOVEMENT IS V. T. 


Cultivation . . _ > • • • . 

Non-cultivators having income from agi. lana 
Non-cultivating ptopnetors 
Non-cultivating tenants - • 

Estate Agents 

Estate Agents of the Govemmoii 
Rent Collectors 
Cultivation of Special crops 
Forestry . . • • , 

Stod: raising 
Rshing and Hunting 
(B) Esploitation of Minerals . . 

(Q Preparation and Supply of material Substances 

(D) Indusmcs 

(E) Transport 

(I^ Trade 

^)Pub'lic administration and liberal Atts 
Persons living on incomes 

(I) Domesric Services 

(J) 'Ofiptodactive 


10 , 419^18 

702,845 

430,753 

268,853 

6,995 

827 

65,420 

46,755 

31.610 

653,698 

32,337 

7,697 

4,815,814 

3,188,296 

239,928 

73,230 

533.612 

33,970 

550,851 

231,422 


Many agocultutists have a second source of income also. 
Agriculturists in (he Province have a period of enforced idleness 
tanging from 3 to 5 months in the year. They follow some 
subsidiary occupation as a second line of defence. Sometimes, 
again, a^culture is taken up as a subsidiary to some othet occu- 
pation. 

»Thc subsidiary occupations ate learned and other professions, 
money-lending and t^e, cottage industiies like weaving, spinning 
pottery, tanning and other village handicrafts, dairying and cattle- 
breeding, to name only a few of them. , 

■nie total cultivated area in the Province - amounted to 
68,043,402 acres in 1940-41 according to the Village papers." 


Forest 

Not avaflahlc for culuvation 
Other unculrivated land ... . 

Current fallow ^ 

Net sown . . 


0,279,586 acres 
9,865.986 
9,847,878 , „ 
2,510,326 
36.539,026 
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Agricultural production in the same year in the Province was 
as mentioned below : 


Rice 

Wheat 

Gut 

Tea 

Cotton 

Oil seeds 


1,807,000 

tons 

2,826,000 

tj 

2,845,000 

. 55 

1,883 

-lbs. 

146,000 

bales 

925,000 

tons 


Principal Crops. The staple food grains are wheat, gram, 
barley, rice, juar, bajra and maize. They occupy about 70 % of the 
total cultivated area. Arhar is the main subsidiary food crop and 
is generally sown mixed witli some other crop. 

Cotton is the chief fibre grown. , Cultivation of cotton is 
confined to the western districts of die Province and some portions 
of trans-Jumna tract. The important cash crop of the Province is 
sugar- cane. 


Irrigation. The Kharif Crop, in the province is sown in June 
and in a normal year requires no irrigation. But the Rabi Crop 
depends on a sufficient supply of water in the winter months. 
Artificial irrigation is, therefore, a necessity for efficient agriculture 
almost everywhere in the Province. ‘ 

Nearly 1/3 of the total cultivated area is watered and nearly 
1/2 of this area depends on wells for irrigation. Besides wells other 
sources of irrigation are tanks and canals. Government and private. 

,The method of raising water is, however, most primitive. 
The most common method of drawing water up is by "means of 
‘Charas’. In some places ‘Dhenklis’ are used to lift water and at 
a few places, specially in Bundelkhand division, ‘persian wheels’ 
are also used. 

In the western half of Province where the average rainfall 
is not abundant there is a network of Canals. The most impor- 
tant of the canals are the Upper and Lower Ganges, the Eastern 
Jumna; the Agra and the Sarda canals. 

In 1940-41 10*4 °/o of the area sown was irrigated from 
canals. - ' ,, " * 

All the rivers of the Province have. been tapped and .any 
further supply of water in considerable quantities should not be 
expected from them. Ingenuity of man has, however, found 
another source of water' supply. ' Electricity has been generated 
from the falls on the Ganges Canal and is being increasingly 
used to supply power for pumping water from tubewells. 
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Those eras which are not scrred by anals here w 
depend on well imgation The castem dismns of the Pra'W™ 
ert^eic irrigation water from \iclls and the entire country 
^de IS studded with a large number of masonry and non masonry 
wells 

The importance of the different sources ofirriqauon will be 
evident from the Sgures for irrigauon (ISW041) given below 


Area imgatcd b} Govt canals 
„ „ n Private canal 

„ .. •"•cUs 

„ „ „ other sources 


3,773.091 acres 
29,639 „ 

13,9IH 
5,939,257 
1,850256 
11,634,117 


Size of Holdings According to the calculation of the U P 
Banking Enquiry Committee the avaage holding per cultiNatof over 
the whole of the Province IS Sjactes Holdiof^, however, vary 
to sue, xnthm wide limits, ua the different parts of the Province 
The average holding in BundelUtand is as high as 12 acres, while 
in fbe eastern distncts it is not mote than 31 acres In the western 
districts of Sahatanpur, Biinot, Meerut, Niuzaffainagat, Buland 
shalif, Aligarh, Muttra and Agra the average sire of holing vanes 
between 8 10| aaes 

Some potnon of the bolding has to be left fallow either be 
cause, from time to time, weeds grow or because teUef to land is 
necessary lest It loses its fctttbty The area actuaBj available for 
cultivation is, therefore, modi less than the average sue of holding 
m any distnct of the Pioviocc 


With the exception of the western distnas, tbetefotc, the 
average size of holding is rather a small one. A twclv e acre holdmg 
in Bundelkhand due to a large percentage of fallow and the poverty 
of soil IS really equal to a 6 acre holdmg clscwhcTc Thus though 
the avenge size, arithraeucally speafang, is Urge there, it should be 
counted as a small holding. 


The reason foi the small sue of holdings in the U P is to be 
found in the process of sul>dmsion and consequent fragmentation 
cnctisoi fot^cneanom togohet The loa\ W of iihcutmce 
hive made the sitnaoon stiB trone. As the farm passes fmm fathci 
to son It acemsK m sue Evei, male issue is ehttfled to an etltiaj 
shaic oE his fathtfs ptopeitj and a the demise of the father the 
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fatm must be sub-divided into as many portions as tlie num- 
ber of sons left behind. The sons are also desirous of sharing 
a portion of every field belonging to their father. This gives 
rise to not only sub-division of holdings but scattered hold- 
ings also. 

Under such conditions there is a wastage of time and energy 
in going to and from numerous tiny plots scattered over a consi- 
derable area. Eflicient irrigation is an impossibility as it is not 
within the means of cultivators to sink a well in every plot. Tress- 
passes are quite common and agricultural operations cannot be 
effectively supervised.' There is a tendency also to overwork the 
nearer field and to impoverish them while more removed fields are 
generally neglected. A considerable area of land is wasted in 
boxmdary lines reducing the siae of holding still further. Not un- 
often boundary lines lead to .vexatious litigation which drains the 
already lean purse of tlie cultivators. 

' The disadvantages of fragmentation and scatteredness of 
holdings ' are so patent that some of the advantages- of these 
practices like distribution of risks inherent in agriculture, possibility 
of growing a larger number of crops, and common homestead are 
outweighed. 

The inevitable result of unrekricted sub-division of holdings 
has been conversion of once economic holdings into un-cconomic 
ones in certain areas. The farms are no longer capable of sup- 
porting the cultivators and their families at the standards to which 
they are accustomed. Since fresh lands cannot be acquired, this 
state of affairs- has generaly been responsible for lowering the 
standard, of living of the cultivators and for throwing them into 
' heavy indebtedness. 

Economic Holdings. The question of finding out an eco- 
nomic holding bristles with difficulties. Whether a holding is 
economic or uneconomic depends on a large number of factors. 
Climatic conditons, fertility of soil, the standard of living of 
the people, the technique of agriculture and the skill of the 
cultivators must all be considered simultaneously to decide this 
question. ' . ^ ' ' 

' * For different parts of the Province size of economic holding 
will, therefore, vary 
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Economic holdings for some divisions were talcplitcd by 
the U P. Banking Mquiry Committee and tncic finding were 
as follows 


Minimum holdings Lconomic for 
Division Statutory Tenants Ocoipancy Taunts 
(acres) (acres) 


1 Meerut 6 5 

2. Jhansi 10 0 

3 Gorakhpur 4 0 

4 Lucknosv 4 7 


40 

06 

a-0 


Atcrage holding 
m acres 

78 

131 

38 

72 


The table shon 3 that the a\ crage holding in Gorakhpur division 
IS actually less than the economic bolding for that division. In 
other divisions under review the conditions arc not so bad If, 
however, we remember that the whole holding is cot tinder culuva* 
tioo m any particular year, the margin, to almost all those dn isioos 
where the avera« holdings ate higher than the minimum eco- 
nomic holdiags.^wcea the economic holding and the area actually 
culavated is very naaow In normal years the culuvatois may be 
m a posmoQ to keep ihcit heads above water , that condiuon m a 
year of slight nnsfottune is fat from satisfactory VCe luve also 
to bear in mind that the standard of living of the people is ver^ 
low. If oat desire is to improve the stanoaid, the av erage holdings 
in all the divisions roust be considered un’Cconomic. 



CHAPTER, li 

AGRICULTURAL INDEBTEDNESS IN THE U.P. 

Size. The latest estimate of the agricultural indebtedness 
of the Province was made by the Banking Enquiry Committee, 
U. P., who considered the question thoroughly as a preliminary 
to their main enquiry. According to their calculations agri- 
cultural indebtedness for the whole of the United Provinces amoun- 
ted to Rs. 124 crores approximately. 

Debts of the peasant proprietors, tenants and landlords were 
calculated and added together, and to the sum thus arrived at mort- 
gage debts of the agricultural classes were also added. It was felt, 
however, that the total so obtained was rather an under estimate, 
hence additions were made in -respect of farm servants and field 
labourers (Rs, 75 lakhs), unregistered usufructuary mortgages 
(Rs. 25 lakhs), and a ve'r}’’ probable understatement of debts by the 
various classes (5 °L of the indebtedness amounting to Rs, 251 
lakhs). 

Out of the total indebtedness of Rs. 124 crores the value 
of mortgage debts amounts to Rs. 70 crores, leaving Rs. 64 crores 
which has been advanced on other securities, personal or tangible. 

46 °/o of the tenants and peasant proprietors in the Province 
are debtfree; the rest, i.e., 54 % are indebted. 

Of all the tenants and peasant proprietors T8 % be regar- 
ded as well-to-do of whom 8 °/o debt free; 26°/o can secure, 
in a good year, a margin to carry them over a bad year, of whom 
12 7o cither by reason of greater thrift or possession of some sub- 
sidiar}’^ occupation are free from debts ; 56 °/o possess holdings 
either at or below the minimum economic figures, of whom 26 % 
by reasons of a subsidiary occupation are free from debts but must 
obviously have some difficulty to keep their heads above water’.’^ 

The landlords’ fate so far as indebtedness is concerned is no 
better. 45 % of the total landlords in tire Province are debt free. 
65 °/o are indebted, the average debt per head being Rs. 4050/- . 
Most of this debt is secured on registered land mortgages. The 
average debt of a landlord is 24 times as much as that of an 
average cultivator (tenant and peasant proprietor). 

* U. P. Banking Enquiry Committee Report p. 99. 
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to be deplored. Agriculturists, all the world over, cannot 
dispense with credit entirely or avoid debts. Like other industries 
agriculture also requires capital. In order to acquire additional 
land or live-stock, a farm building or irrigational facilities fixed 
capital has to be Isorrowed. For current needs also capital will be 
required by agriculturists as these investments give a return only 
after a long time. Agricultural indebtedness, thus, is inevitable 
except for rich farmers who are rare in any country. 

Ease or difficulty in securing credit has always a bearing on 
indebtedness. Agriculture as an industry is different from other 
industries and these differences are mainly responsible for a greater 
need for credit in agriculture and indebtedness for longer periods. 

Agriculture is an individualistic business and the credit 
available is limited by the credit of the farmer or his family. 
Naturally as compared to other industries credit is available on 
harsher terms. 

In agriculture, again, fixed capital is required for the expan- 
sion or the improvement of agriculture. For the time being 
capital has to be sunk and begins to give a return long after. 
Credit running over a number of years will be necessary for 
such purposes. 

The only long term security which can be offered by agricul- 
turists is the farm itself. The farmer, therefore, cannot depend on 
the savings of the community in banks, and has to look for help 
to the State, the 'money-lenders or other special organisations for 
giving agricultural credit. Help from the State or other organi- 
sations is neither sufficient nor popular with the result that for 
credit the farmers have to pursuade the money-lenders to part with 
a certain portion of their money. Sources of credit at the disposal 
of agriculturists being limited, in getting credit they are at a dis- 
advantage as compared to other industrialists. 

Objects of Indebtedness. Loans are borrowed by agricul- 
turists for various purposes. Purposes for which loans are taken 
may be classified as follows : — 

(a) Current agricultural needs. 

(l>) Domestic requirements. 

(^r) Agricultural improvements. 

(d) Social and religious needs. 

((?) Payment of rent or revenue. 

(f) Payment of old debts. 

(g) Litigation. 
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The mou peessmg ee=a of 


Ibc mo^i pressing n«u ui uiv -6“ ‘«cds 

where v^itlial to atry on his mam industr>, i ® 
md maautc have to be purchased, and ocosionally [ 

may also rcguirc replacement Wages of laboured to 

to be paid if extra labour is enga^ GMcrally, hqt^ SS ^ since 
meet these tcquircmeats is not possessed by the fotmets, ^d 
these things arc oecessaty for culuvation the farmers nas c 
qucntly to borrow 

Apart from such needs, due to poverty, for meeting domestic 
necessities like food, clothing and other daily mquiccmcnls, 1°^ 
have someumes to be taken by them Need or a tiiK 

purposes is most urgent specuHy before the tunc for sowing the 
new crop 

Mote ambitious farmers, who cither want to expand coltivancm 
or improve agticuUute, require money for the purchase of land, 
sinking wells for ungational purposes and purchase of improve 
implements and cattle Such loans arc not universally required 
but, if required, arc usually of Urge amounts and cannot be paid 
back in a short penod 

A greater poruoa of money borrowed by agriculturists is, 
however, taken to meet some religious or soaal needs Due to 
caste stratification m rural areas and an attitude of mind which 
reveres ttadiuon agriculturists are highly conservauve They have 
to follow customs which arc enjoioM on them either by rebgion 
or caste, and have to spend considerable amounts on every happy 
or sad occasion On marnages, births and deaths proper cere- 
monies must be performed, and caste dinners must lollow The 
people, not being m a postion to 5p«id out of their normal income, 
must necessarily borrow ^ 


Anoth« purpose for which someumes a loan is necessary is 
payment of tent or revenue for the land cultivated by the fanners. 
Rent and revenue were a heavy burden on cultivators m the past 
but with increasing prices of agncultural commoities this burden 
tus considerably decreased ^1, ^eoally, m a had year most of 
the agriculturists hav c to borrow to pay the dues in this respect 


Litigauon is vc^ c 
law’s of inheritance obu 


y common among the agriculturists due to the 
rr« >n tiw Province, and IS very expensive. 

If a hti^tion aases there ts no method of financing it hut bottow- 
log whether a person wins ot loses his case his debts multiply 


Next to religious and socud needs the largest amount is borrow 
cdfo, old dd* The ccaS,nur^S»n of Sc 
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agriculturists is so unsound that once a debt is contracted its 
repayment is almost an impossibility. When one creditor presses for 
repayment a fresh loan is taken to satisfy the old creditor and this 
process continues, leading to a piling up of debts which are passed 
on from father to son. 

Nature of Debt, From the objects for which indebtedness is 
incurred it will be clear that with the excepdon of (a) and (c) all 
other purposes are unproductive. 

It has been estimated that 307„ of agricltural debts in the 
Province is productive, 34°/, unavoidable and 36°/, unproductive. 

Under the head productive ate included loans for the purchase 
of seed, plough, cattle, wages of labourers, repairs or construction 
of wells and purchase or mortgage of land. 

Unavoidable debts comprise borrowings for subsistence and 
payment of rent or revenue. 

Other debts for social or religious needs, litigation and 
repayment of old debts are avoidable and wholly unproductive. 

64°/, of tlie total agricultural debts, thus, are agricultural and 
36°/, non -agricultural. 

Since unavoidable debts are also unproductive the percentage 
of unproductive debts amounts to 70%. 

What is unsatisfactory, therefore, is not that the agriculturists 
are indebted but that 70°/, of agricultural indebtedness is unpro- 
ductive. -A very large amount of borrowed money is so spent 
that it does not bring any return to the agriculturist and is a dead- 
weight. Both interest as well as capital have to be paid out of the 
normal revenues which in the case of tihe agriculturists are always 
meagre. The natural consequence is that the cultivators find it 
very difficult even to pay the interest, nothing to say of capital they 
borrowed. Debts remain unpaid and grow in amount and the 
agriculturists have to groan under an ever increasing heavy load 
of debts. 

Causes of Indebtedness. It now remains to examine briefly 
the causes of agricultural indebtedness. 

(a) One of the main causes of indebtedness of the agriculturists 
of the Province is the weak economic position of the cultivators. 
Agriculture is a gamble in rain, and climatic vicissitudes play an im- 
portant part in agricultural production. Out of every fifteen years, 
on an average, three are bad and one ’ indifferent. Agriculturists, 
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•whoareQe\ei \ cry prosperous find themscKes jo djfTicultJCS m 
such years and their borrow inip increase 

{h) The nature of indebtedness is also responsible fot an 
inaease in indebtedness of the people 70 ^ of theWtalin 
debtedness as obscr-cd ptcviouslv is nnproductiic ^ 
large percentage of unproaocu\c debts tnaLes it diOicuIl for the 
caluvatots to pay off thett debts out of the normal revenues 

(f) The pcicentage of population dependent on agricuhu^ 
again is abnormally high m the ProMnee \bout 76° of the 
population cbes out its h\ mg from land The pressure of population 
on land k thus \err heavy There li some migration 
the Province but tt is negligible, and industnes, too has c not reached 
that stage of development trberc any considerable surplus popula 
tion may be dratrn off from the country to the tow n 

(/^) Lans of inhcntance and the preosotc of population on 
land have made the at etage holding small These holdings are 
too small to support a cultivator and Jus family without some 
subsidiary oecupauon Together with fragmentation the evil of 
scattetedoess of holdiQK has been operating, tedoong production 
from land If most of the holdings ate uneconomic indebtedness 
IS only to h- expected 

(#) No fotthet increase in the cultivable area is, houeter, 
possible Every bit of land whieh could be cultivated has long 
come under the plough due to the great picssutc of population 
(J) The agncultunsts arc indolent, cooservame and wedded 
to traditions They have made htlle efforts to improve the 
productmty of land Improved seeds and good manures arc rarely 
used and they soil suck to the age long methods of culuvauons 
(g) Security, a gift of British role m ladu, has enhanced the 
cultivators’ creit Faalc credit has placed m the hands of the 
cultivator a large amount of money which is generally spent 
extravagantly 


(b) But the most important cause of mdebtedness is the 
high rate of interest agacnltunsts have to pay for the loans 
they borrow Due to the nature of secunues farmers are in a 
position to offer, many sources of credit are barred foe them In 
^diuon to the farm other secunues arc cattle, standing crops, 
^u^ehold effects and omameats, personal semce Taimaai. ftuit 
trees, and house ptopercy Banks which finance other industries are 
tductant to advance aedit to the agnculnmsts as they can advance 
short term credit only, and do not want to lock up then capital fot 
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long periods in securities which are not easily liquidable. The 
sources of credit at tire disposal of the farmers are, tlius, very 
much restricted. In fact the only source of credit for tliem is 
the money-lender. The money-lenders are not slow to take 
advantage of the helplessness of the cultivators, and try to get as 
much for their services as possible. To a certain extent a high rate 
of interest is inevitable as the risks, involved in lending money to 
the cultivators, are ratlier high. Generally, however, actual charges 
of the money-lenders arc verj^ much in proportion to risks they run. 

Village money-lenders charge between IS — 37-1%, the general 
rate being 24%. Instances are, however, not wanting where tire 
rate of interest is as high as 75%. 

(/) In addition to the high rate of interest the money-lenders 
follow some questionable practices which enhance the indebtedness 
of the farmers. Taking advantage of the illiteracy of the people, 
sometimes, the moneylenders take the thumb-impression of the 
borrower on a blank pro-note and fill in the amount later on. 
Receipts are not given and the payments are not correctly taken 
down. In case of a litigation, arising out of such a transaction, 
cultivator are made to pay much more than what they should. 

(j) To the already long list of causes must also be added liti- 
gation in wliich agriculturists frequently indulge. 

(k) Besides, old debts, as previously mentioned, which are 
generally inherited from forefathers, necessitate fiirther borrowings 
which can seldom be cleared olf. 

(/) Another very important causes of indebtedness is the absolute 
dependence of tine agriculturists so far as their trade is concerned on 
moneylenders and middlemen. 'Cultivators are completely unorganised. 
Both in the purchase of agricultural and domestic requirements, and 
sale of their produce they are frequently cheated. For their purchases 
they have to pay a high price and still are unable to get quality goods. 
In the sale of their produce, also, they are at a disadvantage. Being 
ignorant of the prevailing prices and unaware of the best markets 
for their produce, cultivators sell their produce to the moneylenders 
or middlemen to whom they are generally indebted, and have to 
accept prices dictated by them. They do not get a fair share of the 
value of their produce. This reduces the margin between income 
and expenditure and further weakens agriculturists’ economic 
position, making them susceptible to borrowing. 

(///) Last of aU we should not omit the influence of rent and 
revenue collections on the indebtedness of the people. Rent 
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and revenue coUccuon is very ngid. Both the 
Government show- httIemerq‘K>Ae calmatois tn the imtt« « 
coUccuon Although the butden of both tent and . 

decreased tn recent years the coltivaiors has c to borrow tor 
purposes 


Effeos of Mebtodness Btsidcs die icsuliint pOTert> . a 

Standard of Uvmg and meffiaency in production a vet) _ 

c&a of agricultural indcbttdness has been transfer of law ‘ 
aencuUuiai to non-aeiicultutal classes The Ban^ng ximi ^ 
Qjminittee found that Rajputs and Muslims hat c been losing a 
detabie area of land due to ladebtedncss According to them UU /s 
of the land passed into the hands of non agricultunsts and tn 
test into the hands of agticultual classes. 

Tramferof land to agricultural classes is always benefici^ for 

pioducuon as the rtew ounets arc int'attably better culutators but a 
transfer to non agticulrotal classes is lat from sausfactort 


Soluuon A complete solution of the ptobltms of ruwl 
indebtedness is not possible unless we realise that cheap credit 
alone cannot make the culuvatots solvent So long as the ccccssiy 
for credit exisu debts uiU be locurtcd and cannot be avoided 
So that credit IS not taken tor unproductiv'c uses, the problem or 
indebtedness must be atucked from all directions 


Indebtedness directly depends on the margin betu cen income 
and expenditure So that debts may be avoided it uiU be 
necessary to widen this matgtn 

Tlictcatetwo ways of doing n Increase the income even 
though no change m cxpeodimtc takes place If this is not possible, 
reduce the expenditute. 

Any considerable reducuon in espenditute is neither possible 
nor desirable The agncultunsts already hare a rcry lotv standard 
of bring and it will not be desirable to lower the standard any 
mote It docs not mean, however, that there is no possibility of 
economy m expenditure. Aroidablc expeaduutes which arc in 
curred for soaal and religious purposes can be curtailed and will 
undoubtedly bring some tdief to the cultivators Intense pro 
^MDda and spread of edmaiion alone can break long established 
tradiuons and customs and must be immedntely taken in hind 
The only hope of mcccasing the margin bes, thus, in im 
^ oduvators Agncultunsts have to be 
enabled to purchase that retpiirements, the cheapest so that a saving 
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is effected that way. At the same time they should also be placed 
in a position to sell their produce the dearest. The above change 
in the position of the cultivators necessitates organisation among 
them so that they may acquire bargaining strengdi which they lack 
so much individually. 

Partly, what is necessary for increasing the cultivator’s margin, 
can be done by the people themselves. Organisation among them 
must be on a voluntary basis and social and religious reforms also 
can be brought about only when the people are alive to a necessity 
for them. Due, however, to the colossal illiteracy of the people 
and their dependance on the State for every thing big or small, the 
State will also have to extend its helping hand before we are any- 
where near the solution of the problem. Energetic state measures 
are necessary for keeping the activities of the money-lenders and 
the middlemen under control and State alone can change the laws 
relating to succession. 

In short, facilities for obtaining cheap credit should be forth- 
coming, voluntary organisation of me producers should be brought 
about and the State should be willing to help the agriculturists in 
matters affecting their trade, finances andi marketing of produce 
before any improvement in the financial position of the farmers 
can be expected. 

Attempts of the State to safeguard the Cultivators’ Interests. 
The unsatisfactory nature of rural indebtedness attracted the 
attention of the Government in the eighties of the last century 
and since then various legislative measures have been taken to 
restore thp cultivators to solvency. We will briefly examine these 
measures' and analyse how far they have proved effective. 

{a) As far back as 1882 Jhansi Encumbered Estates Act was 
passed but it did not place any restriction on the right of the pro- 
prietors to transfer their land. Soon it was found that the Act was 
not very effective and reduction in indebtedness was only nominal. 
In 1903, therefore, another Act known as the Buudelkhand Land 
Alienation Act^ on the model of the Punjab Land Alienation Act of 
1900, was passed. The Act led to a curtailment of the supply of 
credit and a fall in land values. Transfers to non-agricultural dasses 
were reduced to the benefit of agricultural production and there was 
a considerable reduction in the volume of total debts. The Act in 
the words of Banking Enquiry Committee ‘runs counter to all 
accepted prindples regarding rights of ownership’ (pp. 206). 

8 cu 
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Since leducflon lo ctedit faoUues led to dearness of credit the 
advantages from the Act were not considerable 

Uf) The Land Improvement Loans Act of 1883 and Agn 
coltunsts Loans Act of 1884 empovret Provinaal Governments 
to advance loans to agocultansts Sudi Joans arc 
Taqati loans For productive purposes, c-g , puicmsc of eta 
short term loans ate given under Agacmtuiists Loans Act and 
lecoveted after the harvest Long term loans for improvement or 
land are advanced under the 1st Act and arc recoverable m 
ments The Agncuhutists Loans Act has been amended and the 
Provinaal Government IS novr empowered to advance loans for pay- 
ments of existing debts and purchase of tights in agricultural land 
So fat as the Acts are conccin“d there is nothing wrong with 
them, but die adonatsttatioa of the provisions of the Acts is fat 
ftora saasfactory Taq^tj loans arc not very popidar due to the 
delays vn advancing loans, long cn<jumes and cotruption whidi 
IS rampant among offiais who a« responsible for advaaewg 
loans CoUecuoa of these loans is, also, very agid The Acts 
are capable of bunging untold relief to the culuvatots if the 
appUation of the ptovisioos is mote prompt and Government 
departments mote sympathetic towards the agncultucsts 

(f) Anoeher I^isktwn whose appheabdity is universal is the 
Ufunouf Lcofjj Aet oj JPJS Under the Act the courts were given 
disaeuon of reducing the rate of interest meases under dispute 
if they considered the rate of mterest charged usurious It was, 
also widun the juusdicuon the court to ^ow or refuse to allow 
any mtctesi after the date when a suit was filed The Act appbes 
to all debtors, agncultunsts or non-agocultunsts The discretion 
granted to the courts was, however seldom ezerased The Act 
was, therefore, amended and now it is obligatory and not dis 
^uonary for die courts to reduce the rates TTie Act also lays 
dosTO the masimum and the muamom that should be penmtted 
m the of secured and unsecured loans The masimum for 
secured and unsecured loans is J2 pa and 24 n a and 
minimum 7 ®/op a and9*/,,p a respectively “ ^ 

benfS?! “f moncytadeis and is 

^efaml for agricultural credit But it applies only to cases 
toogbt to tilt com. Eipcmc of aogaaS 

m ^ admitted, howecct 
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(d) Various Rent and Revenue Acts tliat have been enforced 
from rime to time have attempted to define the rights of various 
agricultural classes in land they own or cultivate. The tendency 
has been to give more or less a permanent interest in land to the 
culrivators, lower the limits of enhancement and lengthen the period 
after which any enhancement of rent can take place. As the con- 
ditions of tenancy are different in Agra and Oudh separate legis- 
lations exist for the two parts of the Province. 

The effect of the tenancy laws, so far as indebtedness goes, 
has been considerable. Credit is now available at cheaper rates and 
the total volume of debts is certainly much less than what it would 
have been otherwise. 

(e) In 1930 a grave situation was created by a steep fall in 
agricultural prices brought about by the great economic depression. 
The income of the agriculturists suddenly shrank and a fin anria] 
disaster faced them. The Government had to step in to avoid a 
total collapse of the economic structure of the Province. They 
passed numerous laws relating to rent, revenue and debts. 

By an executive order the Government in 1930 allowed remis- 
sions of rent and revenue and passed the U.P. Arrears of Rent Acts 

1 and 2, in 1931 suspending ejectment of tenants for arrears falling 
due between 1st July, 1930 and 30th June, 1931 provided within 

2 months of a decree 2/3 was paid. The landlords, also, were given 
the concession of getting their revenues realized as arrears of rent. 

Another Act known as the U. P. Assistance of Tenants Act 
was, also, legislated in 1932 giving the courts the powers to 
remit arrears of rent for 1337 and 1338 F. upto 25 % provided 
failure to pay was not deliberate. 

Six Debt Acts were passed to relieve the agriculturists. 
These Acts were as follows : (i) The Temporary Regulation of 

Execution Act. (ii) The Tempora^ Regulation of Sales Act. 
(iii) The Encumbered Estates Act. (iv) The Agriculturists Relief 
Act. (v) The Usurious Loans Amendment Act. (vi) The Agri- 
culturists Loans Amendment Act. 

Under Act No. (i) if within 30 days of the date of application 
^'th of the decree is deposited in the court, execution will be stayed. 
The balance will be paid by annual instalments to the court. 
The instalments will not exceed five and no interest will be payable 
on the instalments. If the rate of interest is more than 24 % p. a., 
35 °/o of the decree will be written off and if it is 24 °/o 26 °/o 

need not be paid. The Act applied to tenants and petty landlords. 
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The object of Act No C“) was to leguktc sale of agncdmnl 
land. The CoUeaor was given the powei to deteimme prc 
stamp pace of land and give to the decree holder the option to ^e 
SO much of land as will satisfy the decree on the basis of pie-sl^p 
pnees of land, to postpone sale nil Novembet 1936 ot to mve 
deact realized by sale of land which would satisfy the claim at 
pte-slamp rates 

Act No fill) gives the option of applying to the Collector 
for getting the benefits of die Act The Qvil Courts dcadc 
the Assets and the Liabilities AU ciccunons are stayed against 
the landlords admitted to the benefits of the Act labcral instm 
ments for debts arc allowed and an attempt ts made to save the 
property Pie slump rates for debtors land are allowed and 
maintenance for the landlord is provided for 

Act No fiv) IS the most urpottant piece of legislation regard 
mg debts of the agrtailcunsts Extensive advantages have been 
conferred on the ^uvatots by this Act 

For all debts conaacted after 12 1929, fot secured as well 
as tinsecured loans, the range of mterest has bees fixed In the 
case of secured loans u is 6^91 */. P % and fot unsecured loans 
10-U*/o 

Ihe Govemmeot has taken die power to fix future interest in 
decrees, the rate not cxccedmg 3f 

Rates, accotdmg to the Act, are made applicable to odser loans 
which may not have been decreed labetu instalments arc pet 
tmtted. So diat people may dear off their liabilities prompuy if 
loans are paid off within stipnlated penod even m me case of 
aasecored loans, rates applicable to secured loans will apply The 
Att also piescabea the totm m whidv accounts should M rrw\n 
tamed by the money lenders 

The Act reduces court charges so that htigadon may not be 

X sire Fot the same purpose suits against an agncultunst can 
be lasututcd m a court having jimsdictiOQ over the area 
he resides m 

The debtor has been given the nght to sue the creditor fot 
aaount and a btmt has been fixed fot the execution of decree bv 
sale of agncolmtal produce. 

‘^■ortgvgv c^otbst 

« ■*** 
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Effects of these Acts. The first three Acts, were temporaty 
and expired on 29-10-36. The other tliree are permanent and still 
in force. The Acts gave immediate relief to the landlords and the 
tenants no doubt, but tlie)’^ have shaken tlicjr credit. Rights of the 
creditors are hedged in by so many restrictions that they are not 
willing to give credit to the agriculturists. There is no sanctity of 
contracts and creditors are afraid that the full amount of a loan 
may never be paid to tliem. Scarcity of credit has come into 
existence as a result of these legislations and is not good for Agri- 
cultural Industry. Credit and Agriculture go ^ together and unless 
sufficient credit is available agricultural operation may come to a 
stand-still or at least become less efficient. These laws have solved 
only one aspect of the problem. Unless facilities for productive 
crpdit are enlarged the legislations, instead of helping the agri- 
culturists^ will definitely injure agricultural production and make 
tlie lot of the cultivators very hard. 

Increased help of co-operation in the field of credit, production, 
sale and marketing is urgently needed to enable the agriculturists 
to avail of tlie benefits, d^ebt legislations are capable of bringing to 
the agriculturists. 



aiATTERin 

PRlNaPLES OF COOPERATION. 


Literallv cQopctaaon means Trorkiog together, but there is a 
special mea^e attached to the tom m economic disOTSSions. 
Although different srotkets, engaged m the production of a com- 
modity under a common employer, wtU be said to t^peratc 
ordinary language, ‘coop^uotf m ooi discussions ^ill not CQ^ 


such a joint action. 

Coopmtion, as cooperators nndetstand it, is a methe^ ct 
bnsiness organisation. It is an idea Thich can be apphed to 
otginisanon of multifauous activiuea of man, and its appliration 
to human activities gives rise to organisations tphidi are funda- 
mentally different lo character and lo their effects to any other known 
otganisadon, of su^ acnvities. 

The theory of cooperation, according to the committee on 
cooperation*, is 'that an isolated and powctless individual can, by 
sssodaaon with others and by moral development and mutual 
support, obtain in his own degree the material advantages available 
to wcalAy or powiaiul persons, and thereby develop himself to 
the fallest extent of his natural abilities. By the union of forces 
natcnal adTancnncnt is secoied, and by united action sdf-tcUance 
is fostered, and it is from the interaction of these forces that it 
is hoped to attain the effective realtsaboo of the higher and more 
prospetouj standard of life which has been dw»a rH>Ti' ^ as 
‘better farming’, 'beytet bnsmess’ and ‘better hviag’. 


This enunoatioa of the theory of cooperation will, however, 
not hold good in all cases as the benefits of united efforts need 
not be confined [to weak, powedes individuals onlv. Even rich 
- individuais by united efforts and ‘self-help through mutual help can 
attain a more prosperous standard of life. 


Translated into acdoncoopention implies an assodation of 
indmduffs for some common object. 


^ Definition. Numecous definitions of cooperation have been 
givenby different writers. Hcirick defines coopecatirm *35 the aa of 
persons, voluntanly united, of tufliang tedprocally thdr own forces, 
resources or both, under that mutoal management to thdr com- 
• MsL^ CtasnUet 1915- 
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moo profit or loss’. Sir Horace Plunkett’s, definition of cooperation 
is ‘self-help made effective by organisation’. H. Calvert, the 
famous cooperator of the Punjab, has defined cooperation as ‘a form 
of organisation wherein persons voluntarily associate together as 
human beings on a basis of equality for the promotion of the 
economic interests of tliemselves’. 

According to Fay, again, cooperation implies ‘an association 
for the purposes of joint trading, originating among the weak and 
conducted always in an unselfish spirit, on such terms that all who 
are prepared to assume the duties of membersliip, share in its reward 
in proportion to the degree in which tliey make use of their 
association’. 

Sir Horace Plunkett’s definition, though cryptic, gives the real 
conception of cooperation. Both Calvert and Fay have excluded 
&om the purview of cooperation associations for purposes other 
than economic. Herrick’s definition is an amplification of what 
has been tersely put by Sit Horace Plunkett. 

Although aU the definitions of cooperation given above do not 
go far enough they serve to indicate the basic principles of 
« cooperation. 

Principles, (a) Voluntary nature of the Association. Every 
cooperator is agreed that the nature of the association must be 
absolutely voluntary. Every individual who wants to associate 
must do so of his own free will without undue influence or coercion 
from any other source. In fact; it is the voluntary nature of 
association that distinguishes cooperative organisations from some 
other organisations. People should themselves be conscious of 
the benefits of association and willing to associate. themselves with 
others. A person who does not beleive in the utility of united effort 
himself but joins an association because of the threats of his superiors 
or with a view to gain favours of some individuals, will be no good 
as a cooperator, and an association formed of such members will 
fail to effectively realize the object for which it was started. 

(b) Principle of ‘self-help through mutual help’. Voluntary 
association of the people alone will not, however, make it a co- 
operative organisation, for most of the other associations, like a 
joint stock concern, are also organised on this basis. The chief 
motto of cooperation is ‘self-help through mutual help’. It is this 
principle which makes a cooperative organisation different from all 
other organisations. A cooperative body is not an organisation of 



24 


COOPERATIVE iWVEMEKT IN U P 


ratoidaits, whid. tms to aptot otheis Md th^cby 
ngeswkdtcin be shaied 6y the members of the 
It IS m otgiimsation of those who letpiiie apistince but do am 
depend on outside help Uey )om t^ol the.t “Jig 

heipme each other help themselves They tty to lift themsclv 
out ofweatness into strength by foUowiog the ptmaple bam 
tot all and all for each’* There ts no conflict of mterests between 
those who need help and those who help them The needy and tne 
helpers ate one and the same People havu^ the same 
mcots assoaate and contribute so that out of their contributions 
those who stand ui need of help may get the icquiicd assistant 
They also know, in case any help is tequited W them, it will b< 
fortncoming m future from those whose difftcolnes have beet 
solved for the present. 


The principle of ‘Self help through mutual help’ implies a 
change io the attitude of mind of those people who follow 
the principle in their otcanisatioo Instead of working on the 
motto Each for himself the sympathies of coopeiatois extend 
much wider and include the welfare of the whole body Selfish 
attitude of mind and self interest ate wholly incompaubie with 
idea of cooperation 


(c) Ehmuution of Individuabsm As a necessary corollary 
of the prmaple of ‘self help through mutual hdp' individualism 
finds no place ui a cooperative assocutioo. If every body were to 
look after his own interest without any regard for the interests of 
his fellow being there wiU be no basis for an association 

Individualism generates competition which coopetation seeks 
to avoid Individualism, ihctcfote, has to be completely chmi 
aated before a co-operauve assoaation becomes possible The 
main difference between a capitalistic otgatusation and a cooperative 
assoaation hinges on this point The former has mdividualistn 
as its mainstay , the latter sedts to ehnunate it 


(d) The Principle of Democracy But one of the comer 
stones of cooperation w the ptmaple of ‘Democracy’ In a 
thcpcopfc must meet on a basis of 
^ r. disuncuon of caste or creed, high 

msmSr lreXI, ?'] pnnlcgcs and duties of eve^ 

member are idMticalitKspccuve of tbe faa that members may 


•S S Tdml., a,p pp IS 
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belong to different religions, different castes or be “well or ill situ- 
ated in life. On the same basis the doors of the association should 
always be open to everybody who may elect to join it. 

A cooperative organisation shows no favours to any of its mem- 
bers on the basis of his riches or poverty. Members meet 
as human beings and reap the benefits of association in equal 
measures. 

Absence of full, complete democracy in a cooperative asso- 
ciation makes it an organisation dominated by sectional or special 
interests and operation of the principle of ‘self-help through mutual 
help’ ceases altogether; for exploitation of a section replaces 
general good of the members of the association. 

(e) Emphasis on Character. Unlike any other method of 
business organisation the human side of the question is more 
emphasised by cooperation. Other associations pay no attention 
to the character of their members and are concerned only with the 
achievement of the objects for which they were brought into 
existence. Cooperation, on the other hand, not only tries to 
achieve a particular object, it gives more importance to the deve- 
lopment of the character of its members by insisting on thrift 
and encouraging self-reliance and self-respect among them. In 
as much as, besides these, cooperation teaches the members to give 
up a selfish attitude of mind, it has ‘a greater moral element in it 
than the economic one’*. 

Differences between Cooperation and other Organisations. 
As Cooperative Associations follow the above principles they are 
different from capitalistic organisations, trade imions, socialism 
or charitable organisations. 

Trade Unions employ coercion on the employers to better 
the condition of the employees ; cooperation tries to better their 
condition by organising them to improve their conditions them- 
selves. 

Socialism, again, does not recognise any_ right to private 
property. Cooperation does nothing of the kind. Freedom of 
the individual is respected by cooperation and conditions are 
improved through ‘self-help through mutual help’. 

Sometimes a charitable organisation is confused with a co- 
operative association although they are fundamentally different. 

*Talmaki; Coop, in India and abroad, pp. 17 

4 cu 
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Both aim MhcIpiBg the poor, but chraty comes ‘’“fe 

while cooperamc help from withm Ooc destroys sdf respect, 
other encourages it. 

Differences between capitaUsttc organ sauons and 
assoaations arc fundaments and as one system K opposed to 
odiei we shall discuss the differences mote fully 

(/) In a capitalistic organisation there is a muon capital- 
No attcflUQQis paid to the man who lends capital, it as the capital 
■which matteis In a cooperauve organisation there is a muon o 
people, capital bemg secondary 

(it) The basis of a capitalistic organisauon is always self inter 
est- Self before God is the pnnapl'* followed by such organi 
sauons In ooperative assoaauons there is no mdimdualisin- 
Self interest is sought to be sausGcd through common interest 
There is no plunder or ttampUng of interests opposed to one s 
own interest Compeuaon docs not east 


(mi) Benefits of the assoaanon are shared e^Uy by all the 
membeis of a cooperative assoaauoo In cspitahsnc or^uusauons 
they axe dismbutM according to ^e capital tm ested by different 
mtTabew 


(ff) A dash of mtetett between the merobers of a capitalistic 
otgamsation and others who deal wjih them is inevitable, as the 
mam purpose of such on otgamsauon is profit In cooperauve 
assoaatiQQs the needy and the helpers being the same, there is no 
conflict of interests 

We will thus be justified m calling coopetatton as a mediod of 
business organisation on a moral plane. 



CHAPTER IV 

GROWTH OF COOPERATION. 

Pte-Act Societies. The question of agricultural indebtedness 
had been taken up by Sir William Wedderburn in tlie Bombay 
Presidency in 1882 and a scheme of agricultural banks was 
proposed by him. Unfortunately the sdieme fell through. But 
interest in tlie problem was aroused. In the U. P. ivlr. Dupernex 
was placed by the Government pn special dut)*. He studied the 
worHng of die cooperative institutions in Europe with a view to 
introducing the system in die Province. He placed his proposals in 
a publication entitied ‘People’s Banks for Nordiem India’. 

On the lines suggested by hlr. Dupernex a few societies were 
started in 1900 as an experimental measure. The societies were 
started with a Government grant of Rs. 1000/- each. By 1904 the 
number of such societies had risen to 223. The societies were all 
village banks, and their only function was distribution and collection 
of agn cultural advances on low rates of interest. The average 
membership of societies was 76, and the borrowed and deposited 
capital, on an average, amounted to about Rs. 391/- per society, i.e,, 
a Utde mote dian Rs. 5/- per capita. Capital was raised mostly by 
loans at different rates of interest according to the --source of the 
loan. In the beginning the societies advanced loans at a low rate 
of interest, but when they found difficulty in raising money the rate 
of interest charged from the agriculturists had to be increased. 
This left a bad impression on the people Most of these societies 
had become dormant by 1904. 

The societies followed rules similar to those in Europe. Loans 
were advanced for 6 months for reproductive agriculture purposes 
only. But they were innocent of the principles of cooperation. 
There was no idea of ‘s elf-help through mutual^help’ and the 
societies did not bother about how the loans “w^re Being utilised. 
Although financial assistance was given to them by the Govern- 
ment, they were not given any other privileges. 

1904-1907. Official recognition for tlie Cooperative Credit 
Movement came with’the passing of the ‘Cooperative Societies Act’ 
of 1904. Under the Act the fest ‘Registrar of Cooperative Societies’ 
took charge on the 3rd. November, 1904, and proceeded to draft 
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it by laws and consider the possibilmra of stanmg credit 
He was strongly of the opinion that the system of raopemttve 
ctedit should not be conSned to the village banks only, but Aoul 
be extended to uibin areas as well, specially among the weavers 
Res»i$maon of tKe soacues \indcf fhc Act of 
only in lOOS. and befote the 31st Match. 1906, 358 soaetJW bad 
been legistcicd some of them being the viihge banks a)xca^ 
■working In 13 districts Ccnttalot Dismrt banks tv etc s^oQ 
On past cxpeticncc the Rcgisuat thought it dcsicable that tbc iut^ 
devdopment should be on the hoes ot central banks ■vv'ith afniiated 
soaeues as branches His opinion was that the system of -villa^ 
banfe should be extended in the districts where it already existed 
but should not be extended to other districts unless the demand 


was spontaneous 

The increase in the membciship of the central banks 
however, to be kept proportional to the increase in the capital of 
the central bardts 


Thus what ts known as die system of ‘P<r///* societies 
came into existence The lonsdictioa of the 'Patfi* soaenes 
(central banks) extended over a number of villages To the 
^cieues were affiliated a number of soaeues consisting of members 
of one caste only ‘Where large soaeues ate formed with a 
clientele extending over an area of 16v26 sq miles some such sub- 
division is of the greatest value* The sub-divisions contamed 
6-30 members, one of them bang eleacd headman. Loans •were 
made to the members on his lecommcndauons He also helped m 
the recovery of loans The ’Pat/t* soaety was managed by a 
panchayat elected by the headmen Actually the power was 
cierased by the orgamser -who was also the Sarpundi He estimated 
the requirements of the members and attangw for die money 

The central banks not bemg lecogmsed under the Act, the 
constituuoa of the soaeues was so amended that all the members 
of the affiliated soaeues became members of central bank and 
separate registtauon was unnecessary 

The caste soaeues did not maintain any accounts All the 
accounts w^ mamtamed by the •?«/«’ soaeues and loans -were 
also gtanted by them In therefore, die 'Path' soaeues 

west nothia|mott than pnna^ sodeues with a larcc area of 
opetauon. This system gave use to a very seaous diffi^ty The 

•Aanwl Report of CoopenGw Sodeues in U P , 1007-08, pp 6 
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‘Patti’ societies were removed from the actual borrowers and there 
was a complete absence of intimate knowledge and mutual trust — 
the comer stones of a cooperative structure. 

In order to attract more capital a system of compulsory 
deposits was adopted by a number of societies. The deposits were 
on the basis’ of rent or ploughs, payable at harvests. 

The growth of the cooperative movement between 1904-07 
can be judged from the following table* : — 




CREDIT 

Years 

Central Rural Urban 

1904-05 

• • 

223 

1905-06 

8 

49 2 

1906-07 

10 

130 16 


NON-CREDIT Working 

No of capital 
Rural Urban members (lakhs) 

** •• •• •• 

12 1 14,796 2-0 

12 2 44,470' 12-99 


The-rutal non-credit sodetes were seed stores organised at 
Amethi in the Sultanpur district and the urban credit sodeties 
were really district banks with a share capital organised to finance 
rural societies whether affiliated or independent. Because the 
by-laws permitted loans to share-holders also these banks were not 
dassified as central. 

Urban non-credit sodeties were the Benares Silk Weavers’ 
Association and the Kashi Cooperative Company. 


1907-1912. By 1907 the system already working was found 
to be defective in many respects. The area of the ‘Patti’ sodeties 
was too extensive. Some difficulty was also experienced in keeping 
accounts and it was felt that the sodeties had failed to inculcate 
cooperative ideals. 

The Registrar of the Cooperative Sodeties, therefore, recom- 
mended that small village societies should be started in preference 
to large societies. He felt that the benefits of cooperation could be 
best reaped in a small organisation where the members come in 
daily contact with one another, and where a part of the profit could 
be used for a common good purpose. ‘One village one sodety’ 
became the rule henceforth. 


♦Based on the Annual Reports of Cooperative Societies, U. P. 
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Tht mam difficulty in this orgatusalioo vns the 
Uteiate meo, capable of loobog after the atxounts of the 5°®=^ 
¥£r^r,sp. o«. by ippomfog or Muh^tisB to la* 

after 8 10 Tillage banks in the Qeighbounng i ilbgcs They «c 
paid a small comnbnuon fiom taA soaety and had to attena ona 
a ircck. They had no hand m minag«ncoe Their job teas only 
to record transactions and maintain accounts 


It ■was, also, dcaded to tn^e Mtempts to introduce a share system 
m the village banks The system of compulsory deposits had not 
achieved the object of cteaung interest in thesoacaes as they could 
be withdrawn at any tunc The only way of creating and miiQtaimng 
interest was to have a share system Rs 10'20 per pi 3 Jgh "n ere to 
be conmbnted, payable m half yearly instalments of -/8/ to Re 1/- 
A dividend of 107o coula be declared after ten years 


Mi Freemonde has ably somroamed the advantages of the 
system Since no interest was to be calculated, the working of 
the soaety would be very simple Every memb«, having invested 
some money in the soaety, would take interest in the working of 
the soaety The capital of the soaety would increase and a 
portion os the profits could be dtstnbuttd after iO years witbout 
wounding the suscepabiiiucs of the Muslim members whose region 
forbids them to charge interest 

The conversion of the old ^PaitT soaeties, therefore, progressed 
and the new soaeucs were organised on the above mod^ 

When the new type was introduced it was hoped that, the 
area l^g smiU, thOT would be closet supervision, and money 
would be borrowed only when necessary Nothing of the kind 
happened, and tnemben borrowed as much as they could In JDIO 
therefore the soclctiM had to resmet credit. Loms hencefoiwaid 

of 

b, im ’‘'SKlm ttretti completed m ninl soaencs 


"f coopetation teas the 
tSSmJ^MBSr ’'I'lch was field fot the £tst 

foS .r^efeo^f “J common plat 

r r -■^»at55 numerom <»opetative ptoblems 
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that were bound to arise. This conference was intended to be 
an annual feature. 

The following table will give an idea of tlie growth of the 
movement during 1907-12.^* 

aiEDIT NON-CREDIT 

Working 

Central" Rural Urban No of capital 

Years Banks Societies Societies Rural Urban members (lakhs) 


1907-08 

2 

154 

IS 

12 

1 

81,107 

21-7 

1908-09 

3 

305 

48 

12 

1 

79,251 

33-0 

1909-10 

3 

676 

93 

15 

1 

83,639 

37-4 

1910-11 

12 

1,090 

134 

18 

4 

94,031 

49-6 

1911-12 

31 

1,711 

168 

30 

6 

99,769 

71*6 


The fall in the number of central banks from 10 to 2 in 1907-08 
was due to a change in classification. Seed societies more than 
doubled themselves in number and the number of urban credit 
societies also increased. 

Urban societies were of two types: (i) District banks dealing 
with registered cooperative societies and individuals and (ii) others 
dealing with their members only strictly on a cooperative basis. 
Even in the district banks a tendency for gradual elimination of in- 
dividual borrowers was noticeable. Urban societies were mainly 
clerks’ societies and production and distribution societies organised 
for cottage workers. In 1909-10 cooperative yarn stores were 
opened at sandila (Hardoi) and Tanda (Fyzabad). General co- 


Table based on the Annual reports of Cooperative Societies in U. P. 

*(a) In 1907-08 only 3 rural non-credit societies (Seed Stores) were working. 
Figures for only 143 rural credit societies are included. 

{b) In 1908-09 only 4 seed stores were working and figures only for 45 non- 
agricultural credit societies and 200 agricultural credit societies arc 
included. 

(f) In 1909-10 figures only for 90 non-agricultural credit societies, 623 rural 
credit societies and 7 seed stores are included. 

(d) In 1910-11 figures relate to 11 central societies, 122 urban credit societies 
Md 1063 rural credit societies. 

(e) In 1911-12 figures only for 1681 rural credit societies were included. 
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CDOfEitATI^’E IfOTEMEST IN 17 ? 

opcnUTtstoie ^-otAo orgamscdM Sioib miJ ^P°55 “ 
1911 12 The tet coopenwe iuiy came ,‘"‘1 

at Benaics A scheme tor cattle losunnce \cas also formulated and 
the by laws were framed 

The macasc in the rural soaeutsuas the gmatwt ^herc tH 
soaetics had been woikmg sausfectotily and where the Distnct or 
the Ceottal Bank undetto^ the oiganisaUon of societies 


1912 18 The 3td Confeieace of the Registrars hdd in 19^ 
had suggested amendment of the Act, and the 4th conference in aBOT 
icaftirmed their previous recomnieodatjoti. In then opinion the 
dassiScauoa of cooperative credit soaetics into urban and 
was unsaeauhe, and higher coopenuve finance and non-credit 
activity needed tccogmuon. In 1^2 ihctefotc, the Act of 1994 
was amended. The soaetics hcnccfoiih, were to be classed as 
limited or unlitnucd oa the basis of lubih^ The rural credit 
soaenes according to the Cooperative Sooeues Act (Act H or 
1912) had to have unlimited habuity The other two recomtneo 
danoss, also, were incorporated m the Act. 

The cumber of central banhs increased as a result of this Act 
The increase was due partly to a change in classification and 
partly to opening of new central banks Ensmet banks which were 
so far included in the urban soacues wetc clashed as central banks 
The very next year their number rose from 39 to 51 The increase 
continued upto 1914 15 During the next two years Ac number 
temaincd constant but in 1917 18 it fdl to 51 Some central banks 
had to be aoaalgamated with others as diey failed to attract hono- 
rary wotkcR and some had to be closed eithet because they could 
not enlist public support or because they were mismanagcd, 

The policy followed m the Ptovmce was to affiliate soaetics to 
central orgamsanoas as soon as possible, as m the absena of crattal 
soQcnes it was necessary for die Registrar to cserasc dose 
supervisioa. At the same omefiaaaemg was difficult, and the 
soaenes laekoi inituttve. 


L,,. 5? OTditOTaaiM Jso mcnased upto 1914-15, 

^ thcarfttt -ni non CK*t 

Aa ^ioi’ ap<=arisninnSns Irom the 


of agnenlture! 

oedit >oacncs except dnmsg the last jnit of u,e penod. 
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The following table gives an idea of the growth of the 
movement : 


CREDIT 


NON-CREDIT 


Year 


Central Rural Urban 
Banks Societies Societies 


Rural Urban 


No. of 
members 


Working 

Capital 

(laiks) 


1912-13 

61 

2,301 

170 

3 

5 

106,627 

86-7 

1913-14 

65 

2,649 

179 

11 

6 

116,069 

114-2 

1914-16 

58 

2,704 

181 

12 

7 

116,525 

117-6 

1915-16 

-58 

2,936 

175 

18 

7 

118,864 

120-3 

1916-17 

. 58 

2,995 

162 

18 

10 

114,165 

120-4 

1917-18 

51 

2,864 

152 

17 

10 

101,626 

111-3 


In 1913-14 the cooperative movement passed through a 
severe agricultural crisis. Both the crops failed, and cattle morta- 
lit 7 rose very high due to the scarcity of grass and high prices of 
fodder. Even for the kharif seeds, which are generally stocked by 
the cultivators, loans had to be borrowed and the maintenance and 
irrigation of crops required larger loans. All these had their re- 
percussions on the movement. There was a terrible strain on the 
finances of the agricultural societies. 

As a result of this, formation of new societies was discouraged, 
and only a few societies were registered. Greater caution was exer- 
cised in admitting new members in order to exclude persons who 
had no faith in cooperation but wanted to take advantage of co- 
operative credit. 


War No. 1. Before the cooperative movement could re- 
cover ftom the shock of the famine the first Great War broke out 
in 1914. Under the stress of the famine and war conditions the 
weaknesses of the movement became apparent. It was soon 
found that the agricultural societies and specially the societies orga- 
nised for cottage workers were not running smoothly. The central 
banks had failed to maintain an intimate contact 'with the member 
societies. Although supervisors were appointed by the banks, 
they did not have sufficient training. 

The war itself affected the movement in various ways. The 
rice and wheat crops had failed. High prices due to war 

•One Guaranteeing Union started in 1916-17 is not included in the 
table. 
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contoons. ticitfoie, did not tang mod. advantage to ^e 

culmnsts Thcii cash craps were c«ton, sugarcane and <m1 
The pnces of oil seeds and cotton deigned 
m c^Ks Onl> those -who produced sugarcane had 
Evra^ey could not reap the fuU advantage as the crop had been 
sold out before the outbreak of the tear 

Under these oioimstanccs the efferts ’^^^e 

ment of loans and deposits trere considerable The 
unable to repay to the soacties, and the socieucs, m their turn, 
the central iid disuict banks Failure to pay u-as par^ due to^e 
apprehensions that cooperauve soacucs uould close dpw^ it»» 
impression vras based on the banking cnscs which had altea y 
occurred in the urban areas 

The conditions of the members of non agncultoral soacaes 
were no better They suffered from slack trade and highly in- 
creased cost of bving 

It was inevitable, thetefotc, that the overdoes should mowt up 
About 17 lakhs of rupees out of Rs 45 lakhs was ootstaoding 
the dose of the hist year of wu as overdues 

The deposits upto August, 1914, were normal but the deda 
naon of war aeated a panic The cooperauve soaeues after 
that could not get any fresh dniosits The run on the commer- 
cial banks gradually spread to the co-operative banks and the banks 
found that, althougn they were in a position to pay^baek ab 
deposits, they would not be able to meet requirements of the 
members On the recommendation of the Registrar the Govern- 
ment had to come to their help by advancing Rs 2 55 lakhs at 
6V°L , repayable in two equal annual instalments The withdrawal 
or deposits did not take place to the same extent as in joint stock 
banks, mainly due to the mfipence of die directors and the mana- 
gers of the banks. Towards the end of 1914 the panic had 
oisappeared and fresh deposits began to come im At the end of 
die year members’ deposits showed an increase of Rs 59 lakhs 
and no^embets’ Rs 1 36 lakhs over the figures of the previous 
year The situauon in respect of deposits and repayment of loans 
unproved in 1015-16 and the improvement continued 

Anotluu efiea of the war was that there was again little 

expansion of the movement. Both the toul numhet of soaeucs 
remained almost stationary The relief from 
«^sioa gave an opportunity to the central banks to 


divait their attention to 


improvement m supervision, but the effect 
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of the stoppage of expansion was a reduction in the number of 
central banks from 58 to 51 in 1917-18. 

Among the urban credit societies the Employees’ Societies 
had been increasing and working well. In 1912 the Agra Tele- 
graph Society was started with membership open to all the servants 
of the Telegraph Department, and in 1915 Postal Employees’ 
Society was started with headquarters at Lucknow. 

During 1912-13, one Domestic Servants’ Society was orga- 
nised at Allahabad and another Traders’ Society at Benares. By 
1915-16, however, the first had failed and the second was langui- 
shing. 

By far the largest number of urban societies consisted of the 
artisan societies. Upto 1915 the number of these societies increased 
steadily. From 124 in 1911 the number rose to 188 in 1915. But 
it fell down in the next four years due to the effects of war. In 
1918 the number was only 143. 

Credit Societies in towns were organised on trade or geographi- 
cal basis. 

Agricultural non-credit societies increased in number till 
1915-16, but since then were almost stationary. These comprised 
cattle insurance societies, those coimected with the; sale of milk, 
ghee and dairy products and an agricultural supply society registered 
at Mainpuri in 1914-16. 

The first cattle insurance society was organised in Badaun in 
"1912-13. The insurance societies, whose number increased to 5 
in 1915-16, had not been working satisfactorily. The work of 
the society was not understood and most of the transactions were 
found to be fictitious. The insurance societies had to be closed one 
after another in 1916-17. 

Ghee societies were doing good work and so also tlie milk 
societies. The dairies at Benares and Lucknow were progressing. 

Most of the development in non-credit agricultural activity 
was, thus, in the field of milk supply and supply of dairy products. 
This itself was a direct outcome of the war. There was a great 
demand for good milk and ghee from the mUitary and the societies 
did good business. 

Among the non-agri cultural non-credit societies there was a 
slight though steady increase during this period. The predominat- 
ing feature of the non-agricultural non-credit activity was the 
growth of distributive cooperation. With the exception of the 
Carpenters’ Cooperative Workshop at Bareilly and the Garhwal 
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of the stoppage of expansion was a reduction in the number of 
central banks from 58 to 51 in 1917-18. 

Among the urban credit societies the Employees’ Societies 
had been increasing and working well. In 1912 the Agra Tele- 
graph Society was started with membership open to all the servants 
of the Telegraph Department, and in 1915 Postal Employees’ 
Society was started wMi headquarters at Lucknow. 

During 1912-13, one Domestic Servants’ Society was orga- 
nised at Allahabad and another Traders’ Society at Benares. By 
1915-16, however, the first had failed and the second was langui- 
shing. 

By far the largest number of urban societies consisted of the 
artisan societies. Upto 1915 the number of these societies increased 
steadily. From 124 in 1911 the number rose to 188 in 1915. But 
it fell down in the next four years due to the effects of war. In 
1918 the number was only 143. 

Credit Societies in towns were organised on trade or geographi- 
cal basis. 

Agricultural non-credit societies increased in number till 
1915-16, but since then were almost stationary. These comprised 
cattle insurance societies, those connected with the', sale of milk, 
ghee and dairy products and an agricultural supply society registered 
at Mainpuri in 1914-15. 

The first cattle insurance society was organised in Badaun in 
4912-13.' The insurance societies, whose number increased to 5 
in 1915-16, had not been worldng satisfactorily. The work of 
the society was not understood and most of the transactions were 
found to be fictitious. The insurance societies had to be closed one 
after another in 1916-17. 

Ghee societies were doing good work and so also the milk 
societies. The dairies at Benares and Lucknow were progressing. 

Most of the development in non-credit agricultural activity 
was, thus, in the field of milk supply and supply of dairy products. 
This itself was a direct outcome of the war. There was a great 
demand for good milk and ghee from the military and the societies 
did good business. 

Among the non-agri cultural non-credit societies there was a 
slight though steady increase during this period. The predominat- 
ing feature of the non-agricultural non-credit activity was the 
growth of distributive cooperation. With the exception of the 
Carpenters’ Cooperative . Workshop at Bareilly and the Garhwal 



36 COOPERATIVE MOVEMENT IN U P 

Ttanspoit and Supply Association started in IDI6 17 the of the 
soaeties 'wccc Coopccativc Stores The Keiamat Sugar Factory a 
Jaunpocc had been closed in 1912 13. and the same year Uqaidauon 
proceedmgs had, also, been statt^ against the Benares oi 
Weavers Assoaauon 

Dunng the war, due to high pnees, a number of Coo^ative 
Stores were med in educational institutions The Hindu College 
Store at Benares began to work wdl in 1913 14 Two new 5to^ 
were organised at Allahabad, one in the Muir College and the 
other in the Hindu Boarding House in 1914 16 The same year 
another store came into existence in Mirzapur The next y^r 
Oxford and Cambridge Hostel opened a store and so did the Hindu 
College Boarding House at Meerut 

1918 1926 “nie general progress of the movement during 
this period would be clear from tM foUowmg tables * 


Table No 1 

CREDIT NOH-CREDIT 



1918 19 

63 

3,177 

154 

1919 20 

65 

3 488 

135 

1920 21 

6S 

4,213 

168 

1921 22 

71 

4 848 

171 

1922 23 

74 

6192 

192 

1923 24 

76 

6 436 

200 

1924 25 

76 

6 672 

227 

1925-26 

74 

6,894 

241 


10 

0 

102 

116 4 

10 

13 

101 

1141 

10 

24 

116 

120 6 

10 

28 

133 

1443 

10 

25 

142 

1616 

9 

22 

160 

167 6 

6 

17 

101 

180 6 

5 

22 

16S 

1886 


Years 

1918 19 

1919 20 

1920 21 
1021 22 

1922 23 

1923 24 

1924 25 
1925-29 


Tabic No II 


Number of Guataotecing Uruons 


4 

10 

10 

9 

9 

0 

2 

2 


T.w« ^ Coopma,e lo U P 
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The tables show an increase in the number of central societies 
which include a few non-credit central societies also. 

Agricultural credit continued to be the predominant feature of 
Cooperative growth. The new societies were much smaller in 
size and that accounts for a less than „ proportional increase in the 
membership. . 

Among the non-agricultural credit societies there was a drop 
of 19 during 1919-20. Most of the societies dissolved were urban 
societies of small traders and shopkeepers. Other artisan societies 
such as unlimited liability societies of weavers, durrie makers, 
carpet makers, shoe makers and glass bangle makers were doing 
well. 

The limited liability societies, which were generally organised 
for tlie officials or the employees, had been more satisfactor}!- 
chough they were much less cooperative than artisan societies. 

The system of Guaranteeing Unions, as a link between co- 
operative societies and central banks, could not be successful. The 
guarantee given by the Unions was considered inadequate and the 
central banks did not see their way to reduce the rate of interest. 
From 10 in 1919-20 the number dwindled to 2 in 1925-26. 

The number of non-credit agricultural societies remained 
almost constant till 1922-23 and later showed a decline. The last 
of the cattle insurance societies was dissolved in 1919-20. The 
principles of insurance were not understood by agriculturists and 
they were not willing to give up their past practices. An attempt 
was made to revive this type of society in 1921-22 but like the 
previous societies it, also, had to be wound up in 1926-26. 

A new type of society was tried in Bijnor — tlie cattle breeding 
society — in 1919-20, and the next year a central society was orga- 
nised at Hardoi to- supply improved seeds and implements. 

The ghee societies had not been working satisfactorily and 
had to be dissolved one after the other. The Benares and Lucknow 
dairies had become moribund and so also the agricultural supply - 
society of Mainpuri. 

It was evident that agriculturists had not realised the advantage 
of non-credit cooperative activity, and, perhaps, time was not yet 
ripe for it. 

The Cooperative Department was trying to find out new ^es 
that would, perhaps, have a better fate. In 1924-25 the Registrar 
discussed the possibilities of organising consolidation of holdings 
on the Punjab model and the next year three such societies came 
into existence. 
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Tht oonagnculwnl noa-cieit soacuts, 
better resdis The number of such soaelira meK«“ “P“> 

but there was » decrease thKeaftetul)I9St-25 Thcmcr^ctTO 
to the estahbshmcM of general and college stores The m 
aumbet after 1D21 22 was due to thefaduic of a few of these stores 
Even the housing soaeuca did not work sausfictoiily due to 


the lack of Gavemment support- 

Tbe most important feature of the movemeat was the orw 
nisation of societies for cottage indusinalists Seven soDcties existed 
m 1925 26 for them— two for the dome mafccis thtcc fot wearers, 
one for shoe makers and one fot btass workers 


The tenth U P Cooperatire Cooferenccj as carlr 4S 
had mmaAed dot the central ojopetauve organisation was the 
most suitable agency fot the orgamsation of industnal soaetics,ana 
had iccommenaed that every oentfil bank should pay speaal atten 


uoQ to small mdustnes 


It was gtxtifymg thetcfoce, that at least m some tadusmes 
diese recomiaeauuom were tsed 


After the war, under the Goremment of India Act, 1919, Co- 
operation became a prorincal transferted subject More atteoaon 
was therefore, paid to the movetneot and between lOlD and 1923 
the staff of the Coopetauve Department was inaeased considerably 
In 1919 a Standing Committee of coaperators was constituted 
with 20 members elected by central banks, 1 member b> independent 
soaeucsai^Bnominatedby tbcRcgistrar The Registrar was to be 
Its president and the Deputy Registrar and one non-official vi« 
presidents The functions of die Committee were to advise the 
Department on matters tefetted to it by the Registrar or cooperative 
institutions to suggest improvements m the wothng of the soactics, 
and to help the development of Cooperation in general 

The settle policy of the Province was to combine consolidation 
^th expansion The poUty, however could not materialise 
There was httie consolidation dutmg 1919 26 as many as 3300 
new soaeties being started dunog the period 


.‘SI*? The Baud of RcTmuc in that 

itpoit m 19M 23 ptuuted out that there wm httic Reouine co- 
5?,’''“=.''“' epjlhetitf CommemSg on the 
•‘‘'= idmmel that co- 

i*” “ '*'“8 P“=™t«: and lacked 

me earnest and active support of non-offiaals 
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In September, 1925, therefore, the Government set up a 
Committee which is known as the Oakden Committee “(i) to enquire 
into and report the reasons why cooperative societies in various 
localities have not succeeded better in gaming the support of 
the people and (ii) to make proposals for improving the organisation, 
supervision, control, audit and financing of the movement in all 
its branches.” 

The committee held its sittings at the important towns of 
the ProV^ince and examined witnesses. The President visited the 
Punjab also, and discussed the system there with Messrs. Calvert 
and Strickland. The report of the Committee was submitted in 
March, 1926. 

In their report the Committee has dealt with the defects and 
difficulties of tlie movement and made numerous recommendations. 

Recommendations : (a) Organisation. It pointed out that 

the main defect lay in the organisation of the movement. Undesirable 
members were freely admitted. Societies were formed for 
expansion's sake and the principles of cooperation were not 
properly explained. In their opinion, it was mainly due to 
the incompetence or negligence of the officers organising the 
society and testing its organisation.’* They recommended, there- 
fore, that ‘special attention should be paid by Junior Assistant 
Registrars to this highly important work and their recommenda- 
tions should more often be checked by Assistant Registrars either 
before or after registration, according to drcumstances.’t 

(b) Supervision, Supervision, which was the responsibility 
of tlie central banks, was also found to be defective, and the 
Committee recommended that the supervising staff of die central 
banks should be provincialised and placed under a provincial 
committee. The Standing Committee of cooperators was to be 
reconstituted and called the U. P. Cooperative Committee and the 
nominated element was to be reduced gradually. The staff should 
work under the direct supervision of the Provincial Committee 
or under a union or a central bank or a district cooperative com- 
mittee according to local circumstances. The powers of appoint- 
ment, transfer, promotion and punishment should, in every case, 
vest in the ‘Provincial Committee.’ 


* Oakden Committee Report, Chap. V, p. 16. 
f Oakden Committee Report, Chap. V, p. 18. 
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ti,e''cmdit aScdcs, in the opinion of the Co“™^,KOffl- 
cooptiadve activities shonld Jso be nndmA^ It ^ y 
ma3cd.thetefote.thit the ^peiipve „hleins. 

mote attention tn the stndy ot Rnial EtmnotniK and turf P “ 
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cultural CoUege in the appointment of Junior Assistant Registrars. 
The officers of both the Department of Agriculture the 
Cooperative Department should, also, undergo courses m Coc^^a- 
tion and Agriculture respectivdy, and there should be a better 
collaboration between the two departments. 

It was suggested that a number _ of societies should be 
organised for agricultural purposes specially for the ° 

seed, manures and implements and consohdation of holdmgs. 
Sale societies were not recommended. 

(e) Cooperation and Industry. Regarding cooperative 
organisation of the industries it was pointed out ffiat the 
ment'of Industrial Societies was very difficult and the_ Comnutte 
suggested that the number of such societies per supervi^g ° ^ 
should be half the number of agricultural soaeties.^ 
of raw materials they did not find any objecuon m “e 

primary societies buy their own raw materials. To g 

mdustrial societies it was proposed by the Committee ffiat ffie 
cost of supervision should be met by the ^ „ 

societies are in sufficient numbers. Reduction m ^ 

Government loans was favoured and so, also, ms 
loans. The Committee did not recommend sale of finished pro- 
ducts by a central store till it was firmly estabhshed. ^ ^ , i j 

The staff of the industrial societies, in their 
be conversant with industrial and commeraal pro eras, . . 
appointment of two Junior Assistant Registrars for sue 
was recommended. 

(f) Central Banks and Banking Unions. 

a link between the cooperative societies and ^entta c^andinff 
strongly recommended, and Resolution I passed by 

Committee at its 12th meeting was apppved. 

central banks were required to keep liquid foj. curr^t 

25 7Jor fixed deposits, 33 7 Jor saving deposits and 60 
deposits. The liquid cover was to be mamtained in ngjee 

(a) cash in hand and bank, Qi) Government j mature in 

siving Bank deposits. W "and"”) -^wn 

outside concerns approved by the Kegistrar v. / 

balances of an assured cash credit. , , 

, The submission of a list of borrowing f^^j^jable as 

applications to the central banks was individuals. 

It gave an impression that the central bank deal 

6ctf 



42 COOPERATIVE MOVEMENT iN U P 

HowCTM, if a loan was m OToesa “f a memtci’s 

sincaon of the central bank -was consldetcil necessary Enquiry 
into individual loans should be made veiy rarely 

(s) Provincial and Land Mortgage Banks For a 
development of the movement the Committee felt that a 
Bank, on a modest scale, should be started Land tnortgag 
backs were also recommended 

(h) Cooperaoon and the State The help given by 
Government was found to be inadequate, and the tccomin«“ 
tions of the Committee were that the Government should W 
permit deposit of distoct and momapal board funds m approved 
central banks. (6) refund 3/4 of the moncy-otdet commission 
paid for remittances and (/) lend money to housing soaeties 
Govcinment officers, speci^ly the district magistrates, it 
pointed out, shovdd take a keener interest in the rnovemen^ 
ukcwise, it was felt by the Coturmiice that the mutuapabaes and 
district boards should assist the movement and exempt cooperative 
soaeaes from local taxaaon 


(i) Tlie Cooperative Department So that the Department 
may wotk effiacntly it was recommended that the Registrar should 
have nothing to do with the registrabon of ]omt stock companies, a 
Deputy Rcgistiac should be appomted and the number of Assistant 
Registrars should be increased The number of societies in the 
charge of an Assistant Registrar was to be, to start with, 1,000 
but Utet It could go upto 2,000 An increase m the number of 

J unior Assistant Registrars was also recommended and diey were to 
e employed on cmginai audit In order to facilitate de-offiaalisation 
of the movement, like other provinces, appointment of Hony 
Assistant Registrars was oonsidcred desirable For effiaent audit it 
was found mat a considerable metease m the number of auditors 
was immcdiaidy needed 


0) Education and Propaganda. The Comrmttcc emphasised 
very stronely the value of coopetauve education and propaganda and 
iccommMded leaflets and lectures They thought that conferences 
and exhibitions served a very useful purpose and should become 
mote common For this purpose a grant from the Government 


GvvemmcM m thotiesolauon dated the 16th Septetaher, 
me, accepted most of the recommendauons of the Committee. 

tkmkthat the Provmaal Bank was yet 
requited As regards supervision the Government agreed vnffi 
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the Committee that the old method of organisation and supervision 
had failed. The new scheme depended, for its success, on die 
cooperadon of central banks and pending consultadon with them 
the Government felt unable to come to any conclusions. 

The recommendadons were given effect to, gradually, in 
subsequent years. 

1926-39. The general progress of the movement can be 
gauged from the following table* 

Table No I. 


CREDIT 


NON-CREDIT 


Years 

Central Agri- 
Banks cultural 

Non-Agri- Agri- 
cultural cultural 

Non- Mem- 
Agti- ber- 
cultural ship 

Working 

Capital 

(lakhs) 

1926-27 

70 

5,874 

256 

6 

31 

163,983 

197'4 

1927-28 

70 

5,697 

260 

16 

36 

169,427 

201-4 

1928-29 

70 

5,390 

243 

64 

45 

151,785 

217-0 

1929-30 

69 

6,044 

227 

140 

66 

148,601 

216-1 

1930-31 

69 

5,010 

223 

250 

68 

147,736 

222-8 

1931-32 

71 

6,046 

219 

372 

82 

147,078 

222-4 

1932-33 

71 

6,08^ 

222 

429 

92 

148,927 

226-3 

1933-34 

71 

5,100 

225 

649 

105 

163,047 

224-2 

1934-35 

71 

6,475 

260 

778 

109 

177,545 

226-3 

1936-36 

73 

6,009 

298 

915 

123 

206,776 

241*4 

1936-37 

72 

6,432 

332 

1,356 

142 

260,908 

256-9 

1937-38 

72 

6,928 

386 

1,511 

161 

321,469 

268-1 

1938-39 

70 

7,218 

457 

2,808 

188 

522,062 

309-5 


The above table does not include non-credit central sociedes 
which had been increasing in number throughout this period. 
The following table will give an idea of this.t 


Table No. IL 
Members 


Years No. of societies 

Individuals 

Sociedes 

Working Capital 
(lakhs) 

1926-27 

3 

193 

129 

•42 

1927-28 

4 

381 

132 

•55 

1828-29 

10 

602 

200 

•63 

1929-30 

9 

656 

. 242 

•65 

*Based 

on the Annual r>f Connerative Societies in U. P, 
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Vcats 


No. oi 

Societies 




Indivi- 

duals 


Sodcucs 


193<W1 

1931-32 

1934- 35 

1935- :<6 

1936- 3T 

1937- 38 

1938- 39 


10 

14 

19 

41 

54 

77 


618 

1,033 

1.335 

6.003 

10,330 

35.489 


230 
280 
C86 
086 
1.378 
1.884 
0 552 


•80 

V16- 

8-71 

1533 

20-72 

2591 

11-10 



Following the took 

skr,KSs 

Attempts were, duetto a vtty careful 


inaeased Steadily. ^j-.tntu of 

Tte fot attempt to the 

Cotaimttcc regarding seactaries was aban^ 

aSrt in 1926-27. The utilised. A f 

anit the sctriccs of school tcattcis for the whole 


istdet in 1926-27. The 

and the services of school scoetaries, for the 

programme for ihe rem^d pointed 

L^ce, was adopt^ Se ^tem had not ^ 
in the annual te^rt of m8--.» wax ^ 

wotldne weU. ^e sectcuncs who laa ^ exp^' 


Lg^Adr work and resorted to^remck^ ^ 

-„5tt. tecfotc. -^^,”i^fCr^S.“reode&.aBa 
«edal TP*" m a supetnsors orac lo g 

^ wo or thieepeisona to keep accounts. , ,_ 

... r_?,-.j s- io--)a.9n and 1 


_ wo or tiuee person, to keep acron.„. i„ 

The crops had Wled eridSt from the 

the condition of agtic^rd “f*' “ dtronised wth the 

hMtes for the year. The Great Deptcssion^n 
fSite of crops and further •Kg"'”"^ . J^^ility basis sjas 

The fat land monrare S an opetl- 

smted at Saidpni in the Gloaipur „npecteddueto 

mental measure. The soaety was jnote 

ddays in getting loans from the , ^^^aVVpui and Jalaun, 

added, one eadi at Fyaba^ ”iR.4e. five 


mental measure, ruv . mice 

ddays in getting loans from the , ^^raVVpui and Jalaun, 

;Sies-SereaW<^«»*«fy^|,'^S^“Thie fi« 

and in W3M5 another -was started m Jaunpo 
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societies continued to work till the close of the period. Their 
transactions were small mainly due to lack of funds. It was ex- 
pected, however, that after the establishment of the Reserve Bank 
of India this difficulty would disappear. 

The number of central banks and banking unions remained 
more or less constant throughout the period. 

The non-agricultural credit societies, also, show a decrease 
between 1929-33. Non-agricultural limited societies, i.e., societies 
organised for artisans and traders etc. had not been working so 
well as the limited liability societies organised for the employees. 
The reasons for the decrease in numbers were the same as for 
agricultural credit societies. 

The report of the Oakden Committee had shown that the 
credit movement had not developed satisfactorily. The low prices 
due to the Great Depression emphasised the need of developing 
non-credit activity. Greater attention was paid to the development 
of these societies. 

The table shows a much greater development of non-credit 
agricultural activity as compared to non-agricultural non-credit 
activity. Agriculturists were very much more hard hit by the 
depression than non-agriculturists. It is, therefore, nothing surpris- 
ing that greater attention was paid to them. 

Agricultural" Non-credit Societies; At the beginning of 
the period agricultural non-credit activity was confined to three 
dairies, one each at Allahabad, Lucknow and Benares, a few con- 
solidation of holding societies, a few agricultural supply societies 
and a purchase and sale society which closed during die year. 

The next year saw the closure of the dairy at Lucknow but 
an increase in the consolidation of holding societies. The attempt 
at rural development on a cooperative basis was further intensified 
and a better farming society was organised at Fatehpur, 

In the subsequent years new types of societies were added to 
the list. Poultry Societies came in 1929-30, Better Living Societies 
in 1928-29, Irrigation Societies in 1929-30, Cane Supply Societies 
in 1928-29, Ghee Societies in 1930-31, Gotten Societies in 1931-32, 
Rab Societies in 1932-33, Seed Supply Societies and Societies for 
Marketing of Mangoes in 1935-36, Rice Supply Societies in 1936-37 
and Cattle Breeding Societies in 1937-38. 

. All the types of societies were not equally success^. The 
Poultry Societies worked well, and the Irrigation, Better Living and 
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Better Farming soaeti« eonanued to ?row, S' 

Supply Soaeues The Ghee sale soaeaes WMe 
But the open pan sugar fietortea had Asapgared by 1934-35 and 
even the Biswan Fartory had to be bquidated m 1937-JS 


Although consolidation of holdings soacties lottcascd steadily 
m number they could not do much useful work and a very 
sm^il area ms consolidated 


Cattle Breeding Societies were suU m an croenmcntal stage 
at the dose of the period In 1S38 39 provision for development 
of agricultural marketing was made The Government granted 
Rs 17,000/- to the Cooperative Umonfot marketing of agricultural 
produce at 90 centres 

In 1937 the change in the consutuuon of India introduced 
provincial autonomy and the Congress Ministry came into oflice 
The hluustty was pledged to rural development and a great 
development of Better Living, Better Farming and Adult Educauon 
was the consequent result between 1037-39 


Non-agncultural Noa-credit A«inty Non-agricultural non- 
credic societies also increased in number but the increase was very 
small These societies included cooperative stores, cooperative 
housing socieucs, societies for cottage industiulists, thrift soacties 
and women’s societies 


Cooperative Union A very important landmark in the 
growth of coopetauon was the fomuticn of the U P Oiopetativc 
Umon in 1928 29, according to the recommendation of the 
Oikden Committee The general body of the Union consisted of 
two delegates from central banks, one of them bemg a member 
of a primary soacty, and a few direct leptcsentatives of primary 
societies This body replaced the Standing Committee Tbeceacral 
body eleaid a Provincial Comnuttee of 38 The supervisors were 
to be transferred to the Union and controlled by the Committee 


Gtlduilly, tWghout Ihepenud, the cental banks lomcd the 
Umon and the work ol sopemsi(iiiiinpiot.ea Supemsore recHced 
a thotough tiatnihg at Paltab^ befSls being appimted 
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The good ^ effects of Provincialisation Scheme are apparent 
from the following table.* 

I. Non-Provincialised Banks. 


\ 


Years 

Outstanding against 
Working Societies. 
(In lakhs) 

Overdues 
including 
Postponements 
(In lakhs) 

Voage of 
Arrears 

VoRge of 
Collection 

1931-32 

13-00 

8-74 

67-23 

29-09 

1932-33 

11*24 

8-92 

79-35 

29-22 

1933-34 

10-06 

8-11 

80*61 . 

31-9 

1934-35 

11-05 

8-50 

76-91 

33-11 

1935-36 

10-7 

7-9 

73-3 

33-1 

1936-37 

10-5 

7-2 

68-9 

39-1 


U. Provincialised Banks 



1931-32 

35-49 

23-12 

65-12 

35-29 

1932-33 

33-60 

21-04 

62-60 

39-43 

1933-34 

30-96 

17-87 

57-70 

40-07 

1934-35 

29-23 

14-42 

49-31 

44-93 

1935-36 

32-7 

14-0 

42-7 

58-0 

1936-37 

33*4 

10-9 

32-7 

69-6 


Cooperative Department, The staff of the Cooperative Depart- 
ment was strengthened, from time to time, to implement the recom- 
mendations of die Oakden Committee. The staff, at the close of the 
year 1925-26, was two Deputy Registrars, two Assistant Registrars, 
one Inspector Industries, twentysix other Inspectors and fifty-two 
Auditors. In 1938-39 it was one Dy. Registrar, Seven Assistant 
Registrars, fortynine ordinary Inspectors and sixfyone Auditors. 
In addition to this there were five special Inspectors, one each for 
adult education, women’s societies, cottage industries, textile societies 
and consolidation of holdings. Ten temporary Inspectors were 
also appointed for the new marketing scheme which was to be 
taken up by the Department. 

Special attention was paid, throughout the period, to the train- 
ing of Supervisors and Inspectors. 


*Based on the Annual Reports of Cooperative Societies in U. P. 
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193945 The table given below shows the general ptogtess 
of the movement 


Ae" -*8”- *8" , Member 'SS® 

Veat cuhutil culninl culitiral ftliural 

Soaeues Soaeucs Soaclies Soaecie* ^ (lakhs) 


1939 40 
191M1 
104M2 

1942- 43 

1943- 44 

1944- 45 


7, 707 
8,129 
8,CS5 
9301 


7,377 
7 851 
7,850 
5,497 


237 

275 

289 

367 

458 

484 


794,001 319 0 
818,167 327 8 
654,641 386 6 
717,346 364 8 
766 000 383 63 
767,000 396 67 


By fat the largest number of cooperative soacues consists of 
agri^tural credit socicues A change lo the policy tegaiomg 
ci^vt otgamsauoQ took place m 1930^0 It had been found that 
‘single purpose soacues* had failed to improve the condition of 
the rural population as too many soaeties had to be organised to 
cover all agricultural activities At die same time it was, also, 
felt that the agricultural credit soacoes, even, did not cover an 
adequate percentage of population due to unlimited liability 

It was, therefore, deaded that ‘multi purposes soaeties,* 
should be given a trial These soaeties which are bnefly known 
as ‘Village Banks’ ate intended ‘to tack on to credit, marketing, 
supply of agnculcural implemcnis and better living activities ’* 
Accordingly, the policy of the Department has been to register 
as few unlimited liability agticoltuiiu credit soaeucs as possible, 
convert the eaisung unlimited habihty soacues into village banks, 
and, so far as possiole, organise new village h -^nk s 

In 1939-40 only 43 soaeties were registered for credit purposes 
alone. Only soaeucs, whose audit classffication was A, B or C, 
were brought under the conversion scheme As many as 9dl 
Village Banks came into existence, half of them bemg due to 
conversion This process was accelerated m the subsequent years 
The number ofviUage banks rose from 951 in 1910 to 2 , 2 U in 
mi, 3021 mm2, 3,697 mm3. 4.308 in 1944 and 4S45 in 
1945 The number of agacultucal credit soacues, on the other 
tend, show a steady dedme From 7,213 in 1039 the number 
fell to 6,741 in 1940, 6,909 in 1041, 6,664 in 1942, 6,604 m 1943, 

’AnouiV Report of Cooperauve Soaeties la U P , pt« 7 
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6,418 in 1944 and 6,270 in 1946. Only a veiy few village banks 
have, however, been able to take up the work they were expected to. 

The number of land mortgage banks remained constant at 5 
throughout. The stunted grow& of the movement is primarily 
due to the lack of an agency for long-term loans and the fall in 
the value of land. In 1945 the number was 6. 


Non-agricultural Credit Societies: As compared to agricul- 
tural credit activity the rise in the number of non-agricultural credit 
societies has been insignificant. 


Year 


Unlimited 
liability societies 


Limited liability 
societies. 


1939-40 

260 

1940-41 

249 

1941-42 

244 

1942-43 

234 

1943-44 ' 

226 

1944-45 

216 


239 

274 

315 

368 

401 

403 


The table shows that while unlimited liability societies have 
been steadily decreasing in number, the number of limited liability 
societies has been going up. 

The limited liability societies are, in most cases, salary earners’ 
societies and have been working vety satisfactorily. The unlimi ted 
liability societies consist of societies for weavers, other industrialists, 
petty traders etc. 


Non-credit Agricultural Societies : Following the policy of 
giving greater attention to non-credit activity, a large number 
of agricultural non-credit societies was organised. The movement 
was stimulated by the war which broke out in 1939 and increased 
the demand of many agricultural commodities. Special develop- 
ment took place in the milk, khoya, gur, rice, fruits and potato 
societies. 

Khoya societies were started in 1939-40 and have increased 
in number. The scheme for growing and marketing potatoes on 
the hills was, also, introduced the same year and me societies 
brought into existence have been doing good business. 

One pure agricultural supply society, which had been working 
fitfully, had to be closed in 1940-41. 

7 cu 
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Tht other non ncait egnoilninl acuviucs which cw 
succcssMy earned on dtmng the penod were supriy ot SM, 
cotton production and sale, cane supply, irrigation, better UvlDg, 

consolidation of holdings and cattle breeding 

Special attention has been paid to the marketing of agnculnital 
produce. 

With the grant given by the Govemment m 1938^9 
keting of oilseeds and cereals vpas undertaken, and later the distn 
bution of essential commodities -was taken m hand, also 


Non-agaculrural Non-credjt Societies Among the non 
agncultoiaLnon'Ctcditsoaetiesthc greatest devdopmene took place 
in the mdustnal soaeties and the stores Large vpai orders were 
placed by Ac Government, and this stimulated many a cottaw 
mdusttv, e.e , tents, camouflage nets, cotton and hemp, towels, 
gauze, bandages and knitted goods 

The abnotmal use in the paces of neccssaocs of hfe led to 
an increase in the number of general stores The lodustual stores 
increased as a result of gteatet mdustnal acuvity 

Women’s soaeties worked sansfactonly but bousing soaeties, 
although thcT increased m number, did not do much business due 
to seaxaty of building matetials and the gteatly inaeased cost of 
consttuction. 


Central Soaeues It was inevitable diat, with an increase 
in the cumber of vacoos types of soaeocs, <%nttal soaeties should 
have increased in number Ceotxal banks and banking unions 
tctnained, more oi less constant but the intalcnding among them 
increased considerably due to (a) the devdopment m the volume 
of the business of znatketing, increase in the cumber of soaeties 
and (c) war supply work. 


The non credit central soaeties, bodi agncultural and non 
agacultutal, contiuned to grow 

A speaal feature of the growth of central soaeties was a 
oao^Qous increase m the number of maikctmg unions AH 
memods have been worked, le., oumght puKhast sales on 
^mnmsion and an adiat shop on befa^ of the Unions The 
Ddiytonon Factories at Faimkhabad, Fatehgarh and Lucknow 
were handed over by the Government of India to the U P Govern 
meet and these were entrusted to die Coopetauve Department. 
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Pro^’incial Bank. The increased interlending among the 
central banks and an increase in both central and primary societies 
brought home to the Government Hie urgent necessity of starting a 
Provincial Bank. In the budget of 1938-39, Rs 75,000 and in the 
budget of 1939-40, Rs 50,000 were provided for the establishment 
of the Bank. A scheme was drawn up and discussed with the 
officers of the Reser%’-e Bank of India wlio advised that the capital 
of the Bank should be Rs. seven lakhs. Dr. Katju, the Minister 
in-charge, referred the question to the Provincial Committee of the 
Cooperative Union and Rs. three lakhs were promised. The cal- 
culations of the Government were, however, upset as the Employ- 
ment Tax did not materialise. The scheme had to be postponed. 
In 1944, the question was again taken up and at last the Bank came 
into existence in December, 1944. 

P.M.F, and Industrial Federation. Two more apex institutions 
came into existence during 1939-45. The Provincial Cooperative 
Marketing and Development Federation was organised in 1942-43 
to coordinate the work of the marketing societies. It has under- 
taken marketing and distribution of essential commodities also. The 
Provincial Industrial Federation was registered in 1940-41. It 
executes orders through centres opened in the Province. 

Provincial Cooperative Union. The Provincial Cooperative 
Union has been progressing from strength to strength. More and 
more central banks have joined the Union and there has been a 
continuous improvement in the efficiency of supervision. Only 7 
institutions in the Province are outside the Union. The progress 
will be clear from the following table. 

I. Provincialised Banks. 

1939-40 1941-42 1942-43 1943-44 1944-45 

Loans outstanding 


against working 

47*92 

45*56 

43*20 

40*16 

47*30 

societies (lakhs) 

Overdues including 
postponements(lakhs) 

11*75 

8*72 

8*8 

6*77 

5*66 

Percentage of arrears 

24*5 

19*3 

' 20*3 

16*85 

12*0 

to outstanding 

Overdues (lakhs) 

11*55 

8*69 

8*73 

6*70 

5*66' 

Percentage of overdues 

24*1 

15*2 

20*2 

16*68 

21*0 

to outstanding 

Percentage of collection 

75*6 

88*8 

82*7 

87*7 

84*0 
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CHAPTER V 

’ AGRICULTURAL CREDIT SOaETY 

The prindples of coopetation were first applied to the field of 
credit in the United Provinces. Even before the passing of the 
Act of 1904, a few societies had been started in the Provinces, 
These came within the cooperative fold in later years. Between 
1904-1907 the system of Patti Societies* was tried. In such socie- 
ties there was no contact between the society and the borrower and 
it was soon realised that the societies had failed to inculcate the 
cooperative principles. The policy, therefore, of organising 
sociedes on the principle of ‘one village one society’ was adopted 
after 1907 and still continues. 

How a new Cooparative Credit Society is Organised. In a 
new or undeveloped tract there is an Organisation Fund. The 
object of the Organisation Fund is to organise, supervise and 
finance cooperative societies in tiie tract until such time as a 
registered central society comes into existence to take up these 
functions. A certain number of members subscribe funds for 
this purpose and the fund is managed by a general committee 
and an ' executive committee with the Collector of the district 
as ex officio chairman. An organiser is appointed to organise and 
supervise credit societies under the general directions of the 
executive committee. This committee considers all proposals for 
the registration of new societies. 

The work of organising new societies where a district or 
central bank exists is comparatively easy. The people living in 
the surrounding wllages soon hear of the cooperative societies 
and come to know of the ad>rantages of credit societies and how 
they work. They, then, apply to the central or district bank 
for a society in their village. On the receipt of application the 
Execvtive Committee of the Bank, if it is willing to open new 
societies that year, considers whether the village is prima facie 
suitable or not. . 

I 

If the village is considered suitable a member of the paid 
staff of the bank, usually the Supervisor of the circle, is asked to 

* See Chapter IV : Growth of Cooporation in the U. T*. 
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He meets the applicaots and o&et P|^P^® 
Kplains the pnodple of coopetauon. It he 
the condiuoQS are satisfied he undertakes the 
organisation of the soaeiy. 

The orgamset of the society his to visit the vilUge at least 
thrice. Dunag his first nsit matters ate crplained m a p«ctai 
manner. Special things to be ciplained IK the pnnapte ot 
tralimitea liaMitj', the shite system and its adratages, the 
adrantiges of thtift and hoar to practice it, the duties of the 
pinchayit, the terms of loans, the Ejecta for ^yhich the loans cm 
be grant^ and the necessity of punctual repayment 

At the seojnd visit the above points arc crplained again and 
otginisition of the society is started. He has to see tliat honest 
members are selected, that the pandaayat consists of reptesentative, 
inflogntiil and dependable members, that not more than one 
person from one single Joint family is adnutted, that a person xs 
xiot a member of more than one credit society, that a collect 
Haissiyat statement is drawn up, that the number Joining the 
sodety is sufficiently large and that the first loans are stxictfy fot 
coxtent expenses. 

At the third visit the pnndples of cooperative credit are 
reitetafed and the responsibuity ot the panchapt fot loans and 
their collection is emphasised. The by-laws are read loudly. If he 
finds that coadidons ate satisfactory, a list of inteadlng members 
Is dra^ np and the applicadon ana Haissiyat statements are filled in 
and signed The Sarpanch and the Treasurer are txomiaatai at 
^ stage. Sh^ ate also allotted and the basis of allotment 
indicated. Bntdts in the form of organisation report are made and 
the romplctcd papers ate sent to the Junior Assistant Re^ttar* 
or the Manager of district ot 


visit the village, 
in the village anc 
considers that al 


The visits of the organisers should be so tiVH that thCT can 
meet the largest number in the village.’ The organisers ibould, 
also, ^e s^al cSbrts to eiiU« the support of the village 
oSiaals, landlords and other influenml members. No sodety 
should ^ organised sphere the people art very heavily indebted ot 
srhere there are too many foedons m the village. 

The nesrt staM in the orgamsation of a society is to infomi 
^e members of the proposed society that papers wUI be considered 
fay the central or distna bank and later by the Remstrar and 
that orders may be passed in about a month. 


•Janiot Anlstttt R«*Utni-lfBpeaoi Coopeatire So?}«i«. 
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A careful scrutiny of the papeK by the Manager of the bank 
and the executive committee follows. It is considered desirable to 
verify the statements occasionally, specially the Haissiyat statement. 
One or two directors should visit the village for tliis purpose. 
They should also test the cooperative education of the people. 

If the Executive Committee is satisfied that the society is fit 
for registration and can be safely advanced loans, a resolution is 
passed by them recommending registration. The papers, together 
with a copy of this resolution, are then forwarded to the Junior 
Asstt. Registrar. The committee of management must at the same 
time fix the credit of the society. The Junior Asstt. Registrar sends 
his own report to the Registrar. 

The Registrar may (1) register the society, (2) return the 
papers for further information, for modification or for further 
cooperative education or (3) reftise registration. 

If the society is registered, a certificate of registration and a 
certified copy of the registered by-laws are sent to the bank and 
by the bank to the society. A vernacular copy of the Act and 
the rules are supplied to the society by the bank. 

When the society has been registered the Supervisor of the 
bank attends the first general meeting which confirms the pro- 
ceedings of the organisation meeting and the election of the 
Sarpanch, the panchayat, the Treasxirer and the Secretary. The 
1st instalment of shares is collected in this . meeting and arrange- 
ments 'are made for the purchase of shares in the district or the 
central bank. The amount to be borrowed from the banks 
shomd'fie determined in the meeting. The by-laws are again 
explained and the Supervisor teaches die secretary how to main- 
tain books and registers. 

The sarpanch and two other panches then proceed to the bank 
with an apphcation for loan. This loan is usually promptly granted 
as it has already been discussed and approved before the society is 
registered. The bank arranges to pay the amount to the society 
if it is situated a considerable distance away &om the bank. When 
the loan is received by the sodely the panchayat distributes it 
among the members and explains clearly to each borrower the 
terms of repayment. For a loan sureties are demanded and regular 
pro-notes executed. 

The society thus begins to function. 

Liability. According to Qause 4 of the Act of 1912 ‘the 
liability of a society of which the object is the creation of fiinds to 
be lent to its members and of which the majority of the members 
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Nevertheless, in the U. P., these tilings have not been realised 
by the people and unlimited liability has certainly been responsible 
for keeping the prosperous tenants, landlords and moneylenders 
out of the movement. This has resulted in a slow growtli of the 
credit movement in the rural areas. 

Area of Operation. In the United Provinces since 1907 ‘one 
village one society’ is the accepted rule. Deviations from this 
principle are allowed by the Registrar of die cooperative societies 
for special reasons. If the village is a very small one, say with a 
population of 100, a society may be permitted to cover more than 
one village. But the villages so covered should be within a radius 
of 2 or 3 miles from the headquarters of the society. On the other 
hand, if the village is a large one and tliickly populated, more than 
•one society can be organised in the same village. The area of 
operation of the society has to be limited as unlimited liability 
requires mutual knowledge and mutual trust. Besides, unlimited 
liability can only be worked successfully if the distribution, collec- 
tion and utilisation of loans ate carefully supervised not only by the 
managing committee but by other members of the society also. 

If more than one society is organised in the same village it 
would be better to organise sociedes on the basis of caste or 
religion as the bond of propinquity is very strong in such 
.societies. 


The average membership of the socicety has been as 
the Province. 

follows 

1908 

267 

1936 

20 

1912 

34 

1936 

21 

1916 

39*5 

1937 

22 

1920 

22-4 

1938 

23 

1924 

24 

1939 

23-7 

1928 

24*1 

1940 

25-2 

1930 

23-3 

1941 

23*1 

1931 

22-6 

1942 

23-2 

1932 

21-4 

1943 

22-7 

.1933 

20-8 

1944 

22 

1934 

20-2 

1945 

23 


The small average, specially, during the later years shows that 
small societies have increased in number, and is an evidence of the 
fact that a large area of operation has been discouraged. 

8 CM . . ' 
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Obiects. The ohiect of the soocty is to provide its 
scith loais for occtssuy ob)e«s at a modente rate of imerest ana 
to encourage thnft, self-help and cooperation. 


Membership Membership of a cooperative aedtt soaetyis 
open to any person above the age of eighteen, residing ■within toe 
area of operation of the soaety. The person should be ot gwa 
charactei and should be carrying on a business or trade or n 
pettnanent nature or cultivate land. ' < 

There are two types of members in a credit soaety:_ (1) The 
original mcmbcK who sign the application for registration or the 
‘HStsmat’ statement. (2) Other members who arc subscqucnily 
elects by a three-fbunh majority in the general meeting. 

A person, intending to join a society, has to appiv to the 
Committee of Managcmcnl and specify the number of snares^ be 
wants to purchase. Usually, at the time of application or sometime 
afterwards a and true statement of assets and liabilities is also 
submitted by him. Tbe application is considered by the cornmiitcc 
and, if approved, the pexson is admitted to membership subject to 
the approval of the General Meeting. 

One of the conditions of membership is that every mcmbcc 
shall purchase at least one share and as many more extra shares us 
fixed by the CommiKce of Management on the basis of the 
‘Haissiyat’ of the member. 


Termination of Membership. Membership terminates by (0 
d«th, (ii) withdrawal from the soaety after a month's notice to 
the Committee of Management pronded the member is not indebted 
to the soaety or a surety fot an unpaid debt, (iii) banlOTptcy, 0v) 
expulsion from the society, (v) removal of residence outside the 
arm of opecaaon of the soaety, (vi) insanity, (vii) failure to hold 
at Irast one share, (viii) joining any other cooperative society fix) or 
ceasing to be usrfuUy employed. < 


^polsioD. A member can also be expelled by a resolution 
of the general meeting, passed by a 2{Z majority. Expulsions take 
place tor me following reasons; («) Failure to pay Hs share instal- 
Tv of a notice. Any payments already made 

mWs shwes may also be consfiscated. (b) Failure to pay doe 
debts [f) Misapplication of loans advanced inspitc of wammes. (d) 
secretly from outside ihe^sodety agaiSt 
instructions of the committee management, (e) Conviaion for a 



AGRICULTURAL CREDIT SOCIETY 


59 


criminal offence involving moral turpitude. (/) Any action pre- 
judicial to the interest of the society, (g) For dishonest dealings 
with the society. 

A member once expelled is not eligible for re-election. 

The share money is refunded to an ex or expelled member 
without interest after two years. 

Funds of the Society. The funds of the society arc derived 
from the following sources: (a) Entrance fees, (h) Shares, (e) 
Deposits, (d) Loans, (e) Donations and contributions and (/) the 
Reseni-e Fund. 

Entrance fees are- paid at the time of admission to the society. 
They are very small in amount, ranging between -/8/- and Re. 1/-, 
and are used for initial expenses. The savings are credited to the 
Reserve Fund. 

Shares. The earlier societies had been started on Raiffeisen 
model and the members were asked to contribute only an entrance 
fee of -/4/-. The borrowers were not interested in the society, 
having nothing to lose. When the Act was passed, therefore, a 
system was introduced by which the members agreed to deposit 
a small sum each harvest, according to their means or the amount 
of their loans. This created some interest in tlie society and, at 
the same time, showed that the members appreciated the benefits 
from the society. ' The working of this system, however, brought 
to light certain defects. The deposits were withdrawable and 
a member could withdraw all the deposits and again lose interest in 
the'society. Large number of small deposits presented difficulties in 
calciilatibn of interest and maintenance of accounts. Mr. Free- 
mantle, the Registrar, in 1907-08 became definitely of the opinion 
that share system alone was capable of creating permanent interest in 
the society. In view of the low economic position of the members 
of the society, he ^suggsted that the value of the shares should 
be Rs. 10/- or Rs. 20/- per plough payable by half-yearly instalments 
.of -/8/- or Re 1/-. Every member was to hold at leas.t one share. 
No interest was to be paid on the instalments but after 10 years 
when the shares were fully paid up a dividend, limited to 107„> was 
to be declared. 

Although shares are the property of the holders they are subject 
to some restrictions. Like shares in the joint stock concerns they 
are not transferable at the will of the members. No member can 
transfer shares unless he has held them for a year. And, even after 
that, the transfer can be made only to a member approved by the 
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society. These restrictions have been imposed so that uadesinble 
persons may not aqcuirc the raembeishjp of a society. 

A number of advantages accrue to the members of the sodety 
from a share system. 

(i) It oscounges thrift among the members. An agri^Jttmst, 
specify after the harvest, cm subscribe to a share, the snare 
instalments being very small, and can gradually iccomulatc a smau 
amount which he would not otherarise be able to do. 

(U) The share capital is not withdrawable so long as a peRon 
is a member of the sodety. Even after he ceases to M a tnembet, 
the amount is not payable till after 2 years. The society is, thw- 
forc, not put to any lurdship as happens in the case of deposits. 
Shares are a better source of working capital than deposits. 

(tii) No interest has to be paid over the share cootribudops 
and a dividend is pajible after 10 years only, if the profits petnut 
It ensures a better interest, on the part of the memben, m the 
managemeat of the affairs of the sociery. The better manaf^ » 
society is the better are the chances of earning a good dlndend 
year mer year. 

^ (iv) The accumulation of share capital increases the owned 
capialof the society and reduces the acpcadcDcc of the sodety 
on outside capital The less this dependence ii, the greater arc 
the posribilities of reduction in the rate of interest charged from the 
borrowers. 

(v) The members also begin to fed that what they have bor- 
rowed is partly their own or ndgbboui's rooDcy. This makes them 
mote careful of the working of the sodtty in their own interest. > 

(vi) A go<^ share capital increases the credit of the sodety. 
The more the share capital, the greater is the confidence of the 
outsiders. More deporits and loans can be obtained at a lower rate 
of mtcrest. 

^ buffer against nnliraited 
Uabiuty. uabikty is reduced by the amount of share contribution 
by a member. 


• Shares bucthe share money wtif fee paid 
only to a Mrson nominated hf die membet. -Such nominations 
if ^ j register of the aodety. Inheritance of a share, 

sucossof a member of , 

the society. Membership can only be acquried through election. 
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The share instalments must be paid on the dates fixed by the 
managing committee, and extension can only be given by the 
committee to individuals for sufficient reasons. Extension to 
members of the committee can be granted, only, with the previous 
sanction of the general meeting. Those in default of the shares 
lose their right of voting in the general meeting and the committee 
of management, and are not entitled to any loans. 

The following table* shows the growth of the share capital. 


Years 

Share Capital 

Rs. 

Years 

Share Capital 
Rs. 

1907-08 

1,904 

1934-35 

2,346,202 

1911-12 

191,855 

1935-36 

2,367,666 

1915-16 

860,000 

1936-37 

2,403,082 

1919-20 

1,111,000 

1937-38 

2,489,863 

1923-24 

1,655,073 

1938-39 

2,627,697 

1927-28 

2,279,991 

1939-40 

2,802,747 

1929-30 

2,320,283 

1940-41 

2,967,106 

1930-31 

2,361,699 

1941-42 

3,176,000 

1931-32 

2,416,211 

1942-43 

3,382,000 

1932-33 

2,444,000 

1943-44 

3,616,000 

1933-34 , 

2,452,681 




Deposits. ' The avowed aims of cooperation arc encouragement 
of thrift in its area of operation and displacement of usury by 
making the members independent of the moneylenders. All the 
requirements of the members should, so far as possible, be satisfied 
by the society. Since the share capital is not enough to meet the 
requirements, deposits are accepted by the societies. Deposits 
being the communal savings, the attempt of every rural society 
shotud be to finance itself by share capital and deposits. This was 
the view of the Maclagan Committee, also. In order to induce the 
members to deposit their savings in the society they recommended 
that a higher rate of interest may be allowed on deposits from 
members. 

In the United Provinces an attempt was made to introduce 
compulsory deposits. But ,the principle was not satisfactory. It 
would be better if thrift could be encouraged as a voluntary action 
without any compulsion. Although members, in general, are poor 
and do not save much, at harvest time they have a little surplus 


*Annual Reports of Cooperative Societies in U. P. 
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mooey which they can deposit in the society and , withdraw when 
necessary. 

Deposits are accepted both from members and non-tnernbers. 
The gentry and even the local moneylenders should be induced w 
deposit with the society. The cooperation of the moneylcnaers 
will be of immense advantage to the society. The 'moncylcnd^, 
genetaliy, have an intimate knowledge of the persons of the locality. 
They ate adepts in banking business which they have been carrying 
on as a hereditary profession, and thdr advice would be available 
tothesodety. The moneylenders would lose nothing. The /loss 
due to a lower rate of interest will be mote than countcibalaoccd 
by lesser risk involved in depositing with the sodety. , . , - 
Of the various types of deposits, fixed deposits arc encouraged 
the most. Loans have to be aavanc^ for a comparatively longer 
period and Bred deposits alone can be used as working capital. - 
The growth of members' deposit can be seen from the following 

1008 ■ 1912 1918 1931,'; ’.1033 

Members’ deposit -OS lakhs V46 *71 , 

1933 1934 1935 1036 ' 1037 1038 ‘ 1039 
Members’ deposits 1-Q 1-8 1-9 2T 2*45 , ,^2-8 3-2 

1040 IWl 1043 1043 , H>i4.’”'i945 

Members’ deposits 3’7 3-13 4-77 5-52', • 3’59 '3‘60. 

Thefigutes show that the confidence of the members in their 
own sodety has been growing. Various methods have been tried to 
increase members’ d^sits. From 1936 "some societies have in- 
ti^uced thrift polidcs under which a member paying Rs 2/- a year 
will be able to get Rs 50/- at the end of 16 years.. In some others, 
rompi^ory deposits are taken In addition to share ’ capital atV the 
Ume of advance. There arc otben who credit a portion of. the 
mtetest paid to the members’ depoat account”* 

Loans. ' Even though members’ ‘deposits have been increasing 
the soaeces t^not raise aU thc fiind they reamicTtom shares' and 
deposits, and loans have to be borrowed. ‘ 

•Yew Book »nd Dhectoij of Indiao Coc^. 1542 XI. 618 
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Loans ate borrowed from various sources : (a) Gooperative 
institutions, i.e., District, Central and Provincial Banks or Societies, 
(b) The Government and (c) Individuals. 

Loans from Banking Unions and Central Banks. A greater 
portion of the money borrowed by the society comes from the 
Banking Unions and Central and Distt. Banks. Loans can be 
taken upto eight times of the shares purchased by thb society in the 
Banking Union. 

Societies, borrowing from the central banks, have to hold 
shares in the central or Distt. "bank. The amount of shares is 
proportional to the borrowings at the time of application or accord- 
ing to normal needs, but a society cannot reduce the amount of 
shares when the borrowings decrease. The central bank generally 
fixes the normal credit of the society with reference to the require- 
ments submitted by the society and how much the society can pay 
at each harvest. Within the normal credit fixed by the central 
banks loans can be advanced by the banks. 

Since the growth of central banks in the Province societies 
interlend only occasionally. 

A Provincial Bank was started in the U. P. only in December, 
1944:. What part it will play in providing finances to the coop- 
erative movement cannot be ascertained but its main function will 
certainly be to balance cooperative finance in the Province. 

Loans from the Government were received in the early days 
but this practice was not encpuraged. State aid or, for the matter 
of that, any outside aid is foreign to cooperative ideals. In India 
financial assistance is, specially, dangerous as it is bound to leave 
an impression that the movement is a Government Department. 
It may be expected, under such circumstances, that Government 
officers would assist in the distribution and collection of loans. 
The society would not be regarded by people as their own. There 
would be no encouragement to thrift. . ' 

The societies borrow from individuals also. 

The importance of the various sources from which loans are 
obtained can be judged from the following table.* 


^Annual Reports of Cooperative societies in U. P, 
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Loans from 
Year Coop Soacues 
^akhs) 

Loans front 
Soaeties 
^alhs) 

Loans from 
individuals 
(laUis) 

Loans from 
Govt 
Oakhs) 

1908 

1912 

- 

392 

10 26 

*97 

192 

81 

20 

*04 

1916 

1920 

34 82 
2o79 

31 

04 

1 79 

118 

•005 

1924 

43 04 

06 

84 


1628 

1930 

1931 

6226 

51 36 
5134 

04 

11 

20 

1-02 

123 

128 

Rs 26 
•002 
•OOl 

1032 

1933 

4593 

42-01 

20 

22 

1 32 

143 

Rs 44 

1931 

3861 

25 

136 


1935 

36 9o 

29 

1 56 


1938 

33 86 

28 

1G8 

“ 

1937 

38-98 

29 

182 

001 

1938 

4078 

25 

1 51 


1939 

4309 

32 

144 


1940 

41 74 

42 

139 


1941 

4280 

37 

131 

02 

1943 

4414 

38 

111 

1 

1943 

3621 

43 

99 

1 

1944 

34 66 

38 

D9 

1 


The soacty may receive deposits from members and 
petsoas approved by^ the committee of management, ptovidccl in® 
person lives or catnes on busmess w«hm five miles of ihft 
No loan can be boHOwed from any source except a ccnltal ban* 
spitbout die spetul sanction of the Registrar 

Doaanoos and coatnbouons arc rarely received and can be 
Ignored as a source of •working capital 


Reserve Fund Since agnculwral credit societies have un 
limited liability all the net profits of the society ate credited to a 
Reserve Fund 

Unhke Raiffeisen Societies, however, a share system has been 
introduced m the U P After ten years a certain percentage or 
the profits can be distributed as dividends, but the dividends should 
not exceed 10’ /. of the paid up share value. 

After ten years, out of the remainder, one- tenth maybe applied, 
with the sanction of the Registrar, to some charitable purpose 
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Overdue interest is not taken into account in detemiining 
profits to be distributed among membep. Even after the dissolution 
of a society the funds cannot be distributed and can be used, onl} , 
for a common good purpose decided upon 'by tbe Committee. 
In the absence of an agreement the amount is to be held in reserve 
and transferred to another society when one is started in that area. 

The reserve fund is indivisible and belongs to the society as 
a whole. The fund becomes an important source of working 
capital only after some time. Accumulations in the fund grow 
with time and when there arc enough funds a greater portion o 
the society’s requirements can be obtained from the Reserve rune . 
W^hatever is taken out is considered as a loan and must be repaid 
punctually. 

The Reserve Fund can be invested or depOsited_ in the follow- 
ing ways; (1) in Government Saying Banks, («) m dni<;tcc 
Securities, (iii) in Shares and Deposits in centr.il or Provincial Ban 
(iv) witli a bank or person approved for this purpose by the Kegistrai 
of cooperative societies. 


A strong Reserve Fund has many advantages. 

Qi) The reserve fund is the owned capital of the society and 
neither interest nor dividend has to be paid over it. 

{b) It increases the credit of the society, being a tangible 


security to the creditors. 

(r) By tlie amount accumulated in the reserve fund, the 
dependence of the society on outside capital is reduced anc latcs 
of interest charged from the members can be decreased. 

(d) It also acts as a buffer against unlimited liability, if the 
worst comes to the worst. 

(e) It is an evidence of the strength of the society. Jf the 
society is not well managed profits will be small and t e i-'cse 
fund will also be small. The ver}^ fact that there 
accumulations in t e fund shows that the societj'’ is avcI ma ^ 


The growth of the Reserve Fund can be scch from the follow- 
ing table.’^ 


•Based on tlic fii'iirc; from the Annual Reports of Qiopcratuc .Snei^tie 

in U. P. 


9 eu 
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Year 

Reserre Fund 
(in lakhs of 
Kb) 


0-22 

1012 

1 18 . 

lOlb 

too 

1020 

noi 

1024 

]3 4l> 

1928 

20-42 

lO^lO 

22 94 

1031 

20 SS 

1932 

2HfpH 

193. 

30-08 

loa-i 

23 lt» 


Reserve Tuod 


^cat 

/in lakhs of 

Rs) 

loss 

J511 

1939 

37 30 

1037 

38*98 

1038 

39 81 

1030 

40 02 

1940 

42 fib 

1041 

44 21 

1042 

35 92 

1017 

37 20 

1044 

30 S5 


The awouat heJongenj* to the m«nb<« theaiie}ves, wdjv;Jo^ 

ftt collecttvelj*. m the shape of shares, depouts and rtscrxe and oiner 

foods i> knowfl as the owned capital of the socicl) It ts 
sauafectoty to note that the owned capital of the agr erw* 
societies in the L P Im beety conscantlj increasing 

Tlic opined capiial was onl) 27 0* . of iht working ‘f* 

llilO hut It v,as as high as f>0*i m IPtO, 1*/ m t&44 and 7-*/, 
in 

Hie resese fund formed 27' . tljc shares 24*/,, and the loans 
from ccntnl banks 2'>7^of the totalwotking capital of the soacUc* 
in U P IQ 1910 The figures for lOW were 30 3'/., 27 7*/. and 
2uG7. rcspectnel) 

Ixjans and deposits 4c«pted bv a society cannot exceed the 
maximum lubihtv fixed for the soaety by the general mcettng 

Tlic total •working ca^ial of the societies has progressed m 
the following manner • 


na aoAoMKpurof Coopviave Saeienn la O P 
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Yeats 

forking Capital 
(in lakhs of Rs.) 

Year 

Working Capinri 
(in lakhs of Rs.) 

1908 

6*32 • 

1935 

99*30 

1912 

25-95 

1986 

103*98 

1916 

51-32 

1937 

106*88 

1920 

47-78 

1938 

HO-05 

1924 

74-03 

1930 

115*30 

1928 

97-57 

1940 

118*16 

1930 

100-12 

1941 

122-87 

1931 

104*56 

1942 

128-12 

1932 

101-66 

1948 

126-09 

1933 

100-69 

1944 

130*19 

1934 

99-67 

1945 

142-97 


N. B. Figures include xrorking capital of limited iiabiiity 
societies also, working capital of unlimited liabilit}* societies was Rs. 
81*24 in 1944 and 82*(M in 1945. This fall was due to conversion 
of many such societies into village banks. 

Loans to Members. The funds of a society arc used for 
giving loans to the members only. Any member requiring a loan 
has to apply, in writing or verbally, to the committee of management 
stating the amount and the object of the loan. 

The amount of tlic loan depends on three factors : (a) the amount 
available with the society for distribution among tire members, (b) 
the normal credit requirement of the borrower and (c) the Haissiyai 
of the member which determines the maximum credit of the person. 

The attempt of the society is, always, neither to underfinance 
nor overfinance the borrower. 

The Haissiyat register is a veiy^ important document in an 
agricultural credit soaety. A page in the register is allotted to eadr 
member and all the assets and liabilities of the members and, also, 
the nature of title to land are recorded. The entries are redsed 
every year to keep the register uptodate and are, also, verified from 
different sources, e.g., Patwaris, Zamindars and other persons. 

On the basis of these entries the maximum credit of even' 
member is fixed by the general meeting. In fixing the maximum 
credit the following factors are taken into consideration: (a) the 
tenure of land; (b) the right of transfer, (c) the number of cattle 
owned, (d) property owned, (f) the annual income of the cultivator, 
( f) the liabilities and (^) the previous dealings of the membcis 
with the sodety. 



(.OOVCUMTINE MO\CMLM 1' tt I 

rht Iiuiiroum citiUi so luial can be tcvisci! on!i bj 
niccrniBanUheinwjmonoan, m no ease 

,msin,5n ctein eonnaUy In sacs of agricu mral disuess iws nn 

can be t 'a cd bur tl e (itctious saaaion of die finanang M 
necessary Before a loan K -tjned reithin the maumnm 
ih« mc<.un„ ihe comnmtec 'Should afctull) sewuaj^ the 1 , ’ 
for uhidi tne Ijju hi$ be*n ashed for with reference 
re^i ter 


Pumose of Loans Jn Raiffeistn boaetsc* loans 
lor ntoductiNc putpo'^cs To limit advances onU to such 
in the United Provinces xvould l«ve rocint refusal to grant 
for purposes wl ich ihouj^ not peoduettse arc for sowl 
rehjgJous reason unavoiwbk anti ncccs<at) and foicing the ag 
cultuasts to sei-l.. the metes of moncvlendcrs In these Provinces, 
therefore loans are advanced fot anr ncccssat) and Iav.ful putpo*^ 
prrfjcta « bun„ L,tvcn to loans for producute purposes Loan 
arc, ho^'cv cf n ji granted for cvttavaRant ot improper purposes 
(1) t)ne of the oliiccts fot which a loan can be obtained from 
die soatty i» the rcpavment of old debts It is \ erv desirable for 4 
soactv i » become tfie sole creditor or a tnembet and free th® 
culnvatOR from the usut) of the imnCTlendcrs In the eatUet days 
oFtlwsocien whea capital is not pleoutul and ocpcacnce regarding 
the punctuality in repay mem is not a\aiUblc, loans for this nu^^c 
should be djscoura{,ed Tins bmmc<5 can be taken up gradually m 
latci years but the <oacty vkiH luve to be cartful lo see that the 
money fldvani.rtl l jr tbi> purpose is actually used for it five same 
applies to loans foe the payment of arrears of rent 

(2) Another object fot which loans ate freely adranced R the 
payment of rent Pavment of rent out of sums borroned is pet 
mis'iblc onl\ if the loan has been advanced on the secumy of 'i 
memhet’ s produce and it js repaid out of the s ile proceeds of the 
produce Borrowing foe pay«*«nt of rents IS, m other cisc<, no* 
•\ proper object Usually, tents should be paid out of produce of 
the V car Jn certain arcumstanccs, eg when die crops fith 
however, a loan fot the pavroent of tent will be jusufiabic It 
*:!vQuld always be borne in xnind that loins for this parpo e should 
lie fitven only in special circumstances and should not become a 
coramon feature 

(Uyirvans for sinking of Wells construciion of einbankmenls 
or purdnse of an eitra piece of land, abo are permissible but 
should be advanced only after the current needs of the aericulturists 
hare been satisfied 
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(4) Litigation is another objeet for which the oiidvatois 
borrow. Since it is an unproductive expenditure such loans sltould 
be discouraged as far as possible. 

(5) The above applies to loojis for religious and social 
ceremonies as well. The cultivators of the Province are spending, 
for such objects, much beyond their means, and although due to a 
very stiong public opinion the expenses cannot be avoided 
altogether, the societies should tty to curtail them as much as 
they can. 


(6) The most important object of the lo.ms, however, is the 
current expenses of cultivation, i.e., seed, manure, ploughs, cattle, 
irrigation, etc. 


The following tabic* shows the 

percentage 

of loans gr.aiited 

for different purposes. 









1022 

1027 

1032 

1035 

1042 

1913 

lOM 

I Productive 

81-3 

77-72 

76-2 

76-6 

75-6 

81-1 

81-4 

{(/) Purchase of Cattle 34-4 

350 

20-3 

18-2 

23-4 

23-2 

22-0 

(A) Seed, etc. 

15-8 

10-20 

0*6 

14-8 

5-0 

5-4 

fo 

(f) Rent and Rev. 

21-4 

22-63 

3G-4 

24-8 

2G-G 

20-7 

is-i 

(d) Trade 

0-7 

0-8 

13-0 

14'8 

20-6 

31-4 

37-0 

II Un-productivc 

18-7 

22-28 

23-8 

23-4 

24*3 

18-8 

18-2 

(f) Repajmrent of old 

7-G 

n-ii 

0-6 

O'o 

4-0 

3-5 

4-6 

vlcOvd 

{^f) Ceremonies, etc. 

4-5 

4-73 

3-d 

4-5 

4-4 

3-8 

31 

(g) Maintenance, etc. 

6-G 

G-44 

10-0 

0-4 

15-0 

11-5 

10-5 


The percentage of productive loans is, appaicntly, quite 
satisfactory but the Registrar of cooperative societies has mentioned, 
on more tlran one occasion, in the Annual Reports that the tc.tl 
purpose of the loan is not truly stated by tlie borrowers. The 
percentage on the purchase of cattle and fodder, for excmple, is 
high not because all the money is used for purchasing cattle but 
because a part of it is used for current agricultural needs. 'Hie 
real purpose is concealed so that it may be repaid in instalments 
spread over a longer period. 

The Ueserve Bank of India, in 1.93S, issued a circular to all 
provincial cooperative banks emphasising the necessity of strict 
separation of short-term loans and long-tcmi loans, and pointing out 
that the proportion of long-term Joans to short-term loans should 

■’'Based oa Annual Reports oF Cooperative Societis tn U. P. 



“ucl, IS s„ncs'»**'P“''”'j 

r„,od of Loan ILn f„„, *c r;°f 

:3Sis^SSS^”^”^ 

rlSsS^SS^St 

'=s3s&-« 

::3f"€%s5S€1s 

foic,oot btcottic Ban'™*"?,?' „iy this mMomnin is s“ 
«cePUon.l atcinnstsoces conscqncn™ M l«b j 

ptscLsd hy the soaclies in U *o l'<pidsno-J^^f^ 

Fm closmc dotm soaeucs ThcpKiuonas ^ 

be appatMt from the following tabic 


•ngutes ■ 


„(,™.l,cM»J®.p<>-«' Cooi.,.uv=Sos.s»«»« ^ 
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Percentage 

Year 

of overdues to 


outstandings 

1912 

9 

1916 

39*2 

1920 

38*8 

1924 

32-1 

1928 

41-0 

1930 

46-7 

1931 

66-0 

1932 

70-8 

1933 

08-9 

193-1 

07-6 

1935 

G3-3 


Year 

Percentage 
of overdues to 


outstandings 

1936 

53‘7 

1937 

49-9 

1938 

46*8 

1939 

44'4 

1940 

43'S 

1941 

37-28 

1942 

30-8] 

1943 

28-2 

1944 

25-05 

1945 

18-3 


To enforce punctiial payments a penal interest may be charged 
by tire society unless the defaulter can prove that inability to pay 
was beyond his control. The committee of management must, 
also, ensure that repayments arc real ones and not book adjustments. 
There is a tendency to do so in most of the societies in U. P. 
This tendency must be checked. 

It is gratifying to see tliat the percentage of overdues has come 
down very considerably during the last five years. It reflects tlic 
general agricultural prosperity due to war reasons. 

Security. Personal security is one of the chief characteristics 
of a cooperative institution. The acknowledgment of a loan takes, 
therefore, the form of a pronote. The character and industry of 
the borrower himself are considered to be the best security which 
c.in be offered by bim. 

In addition, two sureties are also required for all loans. 
Sureties are-always persons approved bt'- the managing committee 
and liave to be members of the society. Although, under the Act, 
it is not necessary for the sureties to be members, tlie societies 
insist on tlieir being members so that, in case of a dispute, the 
matter may be settled by arbitration. Those who stand sureties 
for a borrower are liable to the same extent for that debt as the 
borrower himself, and, if the borrower fails to pay back, the claims 
of the society are enforced against them. 

Naturally persons whose dealings are unsatisfactory will not 
be acceptable as sureties. So that a person may not guarantee 
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loans bc}ond his means, he is not pcmwtfctl to stand siiren 
more than three members 

In ease a surety dies the hottovLCc i< callctl upon to provide 
another surctv or refund the loan 

There are great adv-antigcs to the «oactv from ibc surcii 
sNstcni Since the sureties thcirscUcs arc luWc, thev take cate 
to see lint ilic amount and the purpose of the h>an arc proper 
riic), also watch how the loan is hemg applied If the loan is 
being misapplied or there is am inicntton, on the parr of the 
liorrowcr, to abscond, the mritic*; arc cspected to inform the 
'!ODcty rluis the system provides prvtcction to the <ocici\ 
against dishoncvt member^ 

To get the c id\anta^,cs it will Ik occcssarj to acquaint the 
sureties of all the responsibihiies thu arc undertaking and to 
emphasise tint sureties arc not laUn as ^ mstict of formaUiv 

In the CISC of loans fur ihv rcpavmcm of old debts and oiltec 
compaituvch longterm loans collautal vccutiu m the shape of 
hou<c and Knd i<, also dcmandcvl at the option of the commitfec 
management 

Utilisation of Loans IV aim of the socictj being ptci cntion 
of rairavagam evpcnditurc and promotion of thrift, to ensure 
apphcanoti of loans to the purpose for which u has l>etn taken is 
of the highest importance In a ‘mall communitj'. like a vtllagc 
an enquiry rci,aTdiug utilisation is not verv diOicult Different 
memben of the committee should make separate mquit cv 

Vthat vs of gteatcf importance is lo lake O'^ccssary action if u 
is found tha the loan is being tnisapplKd Uofo-tunatclv this date 
IS not h mg discharged satisjactonlv b\ the members or ibe 
coaimittccs in the UP If a loan is found to be misapphed 
pcnahics should be imposed and if ncce«sarv, the loan should ar 
once be recalled 


Rate of Interest The rate o^ interest pud on tbc loans taken 
be the socict) vanes between 0 and 12 Sioce 1038 the me of 
interest has com down to 0 / The usual rate of interest paid on 
between G and 9 according to the period of 

The rate diarged bv die society m the earlier <ia\s was 121“/. 
hut It w 1 ^ fiund when centtaUnnWs were started ihit the banks 
w«t not in 1 po^morj to advance Iojn> to ihi. ‘ocictv at a rate low 
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fifiough to permit the sodety to lend at 12|7o« Hence the rate had 
^o be raised. The usual rate of interest charged now is 157,- In 
societies that have accumuTated owned capital to a considerable 
extent the rate of interest charged is gradually reduced. 

Even the present rate of interest in'" so deties is comparatively 
very low. The rate charged by the moneylenders is even today 
as high as 37|7o* 

The rateor interest in a cooperative society is always determined 
with reference to the rate the sodety has to pay over deposits and 
loans, its working expenses and the consideration that tlie rate should 
not be very low. If the rate is too low it will lead to excessive 
borrowing and tiie main object of cooperation i.e, encouragement 
of thrift will be defeated. 

The rate of interest can be reduced if the sodeties reduce their 
expenses of management and members learn punctuality in repay- 
ments. Now that the Provincial Bank has been started money 
will be obtainable at a cheaper rate and the central and Distt. banks 
will be in a position to charge lower rates from the societies. It is 
expected, therefore, that in future a reduction in the rate will be 
possible. 

The total amount of loans advanced and outstanding against 
members of societies can be seen from the following table. 


Year 

Loans Advanced 

Loans Outstanding 

(in lakhs of Rs.) 

(in lakhs of Rs.) 

1908 

7'76 

5-0 

1912 

290 

24-0 

1916 

29-96 

45-31 

1920 

29-84 

38-41 

1924 

42-01 

59-8 

1928 

41-60 

77-49 

1930 

34-91 

80-88 

1931 

22-6 

82-48 

1932 

17-16 

78-39 

1933 

19-39 

75-78 

1934 

19-5 

73-98 

1935 

23-12 

71:91 

1936 

31-16 

75-6 

1937 

32-24 

75-91 

1938 

36-89 

79-89 

1939 

38-62 

84-03 




0 CM 
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Year 

Loans Advanced 

(in lakhs of Rs) 

1940 

3518 

mi 

2967 

m2 

2714 

1943 

2626 

1044 

2672 

1945 

31 79 


Loaas Outstondiog 
(m lakhs of Rs ) 

7602 
GO 00 
03 47 
r.3 10 
85 70 
96 33* 


The following uMct compded by the U P. Bankioc ^qoiiy 
Corommee shows that coo^tauvc soaeucs meet a small fraction 
of the total rcquireracnts of the cularatots 

, Amount Adranced Percentage of 

Agency ^ Total 


(i) Village moQCTlendets 

(ii) Town moneylenders 
fui) Landlords 

(it) Tenants 
(t) Goremment 
(n) Coopentivc credit 
soaeues 

(Tii) Unclassified 


458,479 5 1 

2,503,871 28 3 

3,612,327 S99 

1,210,3-19 137 

180.7« 2-0 

472,808 S 3 

601,578 5 7 


CoopeiatiTe socicuesptOTideonly 6 3’/, of the total requirement 
The average loan per member of the society has been as 
under 


1918 

Rs 42-9 

1941 

Rs 45 3 

1919 

n 45 4 

1942 

,.44 6 

1920 

43-0 

ms 

„ 38 8 

1921 

46-0 

ltW4 

„ 388 

1922 

„ 44 9 

1945 

„ 41*0 


The average per metnbet in 1940 for Bombay was Rs 119, for 
C P and Bern 73, and fat Ponjtb 118 7 It can be seen that the 
U F stands very low in this respect 


***4 oa Rcyoiti of Coopenuve Soaeun la U P 

7 U P BiaVieg Enquiry Coouaittee Report, p 103 
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• Administration. The supreme authority for the purposes of 
administration is the general meeting of all the members of a 
society. 

The General Meeting, According to the by-laws it can be 
called by the Chairman (Surpunch), by two or more members of 
. the committee of management or on a written request of at least 
1/5 th of the members. It will be better, however, that the meeting 
takes place every month at a fixed time and place, if for nothing 
else, to discuss the condition of crops and other things. 

The quorum for a meeting is 1/2 the members, but for a 
meeting adjourned for want of a quorum l/4th. 

Apart ftom these meetings there must at least be one annual 
general meeting in July. 

The annual general meeting lays down the policy to be 
followed by the society. Such an annual meeting should be 
attended by as large a number as possible and, also, by the organisers 
and other people interested in cooperation. 

The annual general meeting elects the Chairman, the Committee 
of Management and tlie Treasurer. It considers the balance sheet 
and the annual report and determines the use of the reserve fund, 
dividends to be declared and the disposal of profits. Other im- 
portant functions of the annual general meeting are fixation of the 
maximum liability of the society in the ensuing year, the maximum 
credit of every member, the amount which the Treasurer can keep 
with him for more than a fortnight, and the date on which the 
general meeting will be held every month. Any amendment of 
the by-laws can only be considered by the annual meeting. 

Other general meetings consider the matters brought before it 
by the Chairman or the committee. All vacancies in the committee 
-or the post of Treasurer and Chairman are filled by the general 
meeting. Proposals for the removal of the Chairman, a member of 
the committee, the Treasurer or the expulsions of any member 
must be considered by the meeting. It is also the duty of 
the meeting to discuss the proposals of the committee on the 
inspection and audit reports, of the Registrar or any official of the 
financing bank. Being the supreme authority in the society, it hears 
appeals against the orders of the committee and authorises the com- 
mittee to ascertain and purchase the ^ricultural requirements of the 
members or to purchase approved implements and hire these out 
to the members. The forecasts prepared by tbe committee can be 
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modiBcd by the mating and they ate also retjuited to verify the aA 
baliQcts wtb the Ticasutcr. 

So that the society may fuoaioa satisfactorily it is necessity 
that the meetings are hdd f^;uUtly and are svdl attended. 


Committee ' 
unweldy a body t 
society. Ihat is 
(Pacciiayat). 

Aototfhog to the by-laws the committee shall consist of 3,^*^ 
or 9 memhets. In piacdce, however* there ate nsually 5 mcrobcR 
in the committee indudieg the Chairman and the Treater, if 
any. Any member can attend a tnecring of the committe ontomy 
members of the committee have a right to vote. The 
the committee have only one vote and all matters are decided by a 
otajority. Vodag by prosy is not allowed. 

Functions. The committee transacts all business on behalf 
of the sodety. 

(tf) It accepts depoutsandtaises loans within the Umitslriddowo 
by the ccneral meeting and repays them, {b) The rate of interest 
chaigca from the members ate fired by it (e) Loans arc granted 
to the membcis, sdthin the limits fis« by me general meeting 
by the comimttee. (<A Sureties aic accepted or rejected and the 
instalments fot loans feed by it. («) Admissions, resignations and 
expulsion of members have to be rcajmmende^ (/) The comrfttec 
is, also, responsible for seeing that the loans are punctually r^Jiid and 
utilisad fot the purpose for which they ate hotcowed. Extensions 
can be grained if considered accessary and penal interest can also be 
diargeo on overdue loans or the loans recalled. (£) The committee 
ha5ioptepattthcannualacconntsfoiaodit,djc annual report and 
the Immcc sheet and to submit the same to the general meeting. 
Action is proposed on the Inspccrion and audit cotes of thcRegisirar. 
(/) Any suits on behalf of tlwt sodety are instituted and defended by 
the committee. (/) The ofitdab ta flie sodety ate Erectly under 
the O3ottol of fhe comnuttee and can be appointed, suspended and 
dismissed by i t (Jk) They also lecommena to tte general men^g 
the rate of mvidend to be oeclaxcd. (/) The most important function 
of the TOmmittee is to prepare a firtecast showit^ ® the probable 
realizations daring the next 3 months, ^ the loans required by the 
membets during the same period, fiii) the probable wi^dnurals 


>t Management. The general mccung 
3 look after the day-to-day adrmnistntion of tfcc 
the function of the committee of management 
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of local deposits and (iv) the probable repayment of loans to the 
central bank and the amount that will be required from it. This 
forecast has to be placed before the general meeting and submitted 
to the bank by the due date. 

The committee of management should, however, function as 
a committee and the work should not be left to either the Chair- 
man or any other member of the committee. In the societies in 
U. P. there is a tendency to do so. These have hampered the 
growth considerably. 

The Secretary. Every society has a Secretary appointed by 
the committee as its chief executive officer. 

The Secretary summons and attends general meetings and 
committee of management and records their proceedings. All 
accounts and books have to be kept up-to-date by him. He 
prepares; (a) a statement of income and enpenditure, {b) a statement 
of assets and liabilities and (r) any other statements required. The 
daily administration of the society has to be carried on by him. 

The best thing for^the society will be to persuade a literate 
member to take up this work honorarily. But if literate members 
are not available for this purpose, a literate non-member may be 
appointed on a small remuneration. 

In the past due to the paucity of suitable men a system of 
group secretary was introduced under which a vmnsbi was appointed 
to act as a secretary to 10 or 12 societies within a certain radius. 
He was paid Rs. 12 to Rs. 20/- per montli out of a *Secretaty*s Fund’ 
to which everj^ society contributed a small amount annually. Since 
group secretaries are not members of the society they are not 
permitted to handle money. The duties of the group secretary are 
carefully Md down. 

Although he is a servant of the society, experience has shown 
that he becomes the master of the society. Being the only literate 
person in the society, he wields great powers even over me com- 
mittee of management. The evils of the system were soon 
recognised and the present policy is, therefore, to replace group 
secretaries by member secretaries or teacher secretaries. The 
removal hac to be wholesale in an area, for if group secretaries 
are permitted to remain in a society 'adjoining anoffier where a 
member secretary is working, they invariably corrupt him. 
The replacement of group secretaries by member secretaries was 
one of the recommendations of the Oakden Committee. In 1926-27 
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the first step was taken towards dus m the Patiabgath 
by appointing teachers of Ute Primany Schools as secretaries, 
next year a three years’ programme was framed and scpervis n 
were deputed to train mem^rs. For a fcw_ years, for want 
suitable men, the supervisors had to maintain accounts in so 
of the soaeues. With the Government of India grant for 
tioo the training of members was speeded up after luoO. * 
process of elimination has proceeded steadily as can be seen fro 
the following figures*. 


No. of Societies. 


Vest 

2930 

rucmbei secretary 

1200 

Year 

ms 

member secretary 

1321 

Ycat 

2910 

member secretary 

4205 


mi 

1932 

1933 

1700 

1240 

1137 

I93C 

1937 

1938 

2357 

2884 

3101 

lan 



4302 




1934 

1280 

1939 

3041 


Treasurer. If a Treasurer is elected by the general roeeoag 
he Ukes charge of all the money coming in or going out of the 
society. In the absence of a Treasurer the dutiw ate carried out 
by the Chairman. 


Arbitration. In case of a dispute between the society and 
its memben or sureties, the matter is settled by arbitration. Under 
the Aa, such disputes cannot be taken to a court of law. The 
society applies to the Registrar for arbitration and he appoints 
aibitiatois. The atbitiators go through the records and examine 
witn«scs.^Thcy, then, give their award. If the member refusw 
to abide by the award it can be raforced either through a civil 
court or the CoUectoi, 


Liqmdation. If the society does not work well and the mem- 
bets Mfsistently misoianage affairs, the Registrar has the power to 
cancel registration and liquidate ^ sodety. 

SioM liquidation is a very drastic step and shakes -the con- 
fioMcc of the people in the movement it should be resorted to 
when au other attempts to set the matters right have failed. But 
where Uqvudation is necessa^ there should be no hesitation in 
adopting this measure. Vot the safety of the money invested in the 

• Fignre* hztei oa Aoanal Report of Cooperative Societies ia U. P. 
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ttlovement by outsiders and preventing the practice of default from 
becoming general, sometimes, it becomes necessary to close the 
society. A few strong societies are much better for the move- 
ment than a large numbet of indifferent societies. In the beginning, 
for some time, in the U. P., the Department was reluctant to 
cart}' out liquidation, and it had a very bad effect on the movementi 
Later on, however, the necessity of liquidating hopeless societies 
was recognised and many of them were s crapped i 

When liquidation becomes necessary, after cancelling the 
registration, a liquidator is appointed by tlie Registrar. He has to 
recover all that is due to tlie society, so far as possible, and in this 
matter the help of the Collector and the courts is available to him. 
Out of the recoveries the liabilities must be paid off, the money due 
to outsiders being the first charge on the recoveries. If necessary, 
to discharge tlie liabilities, unlimited liability may be enforced. In 
case something is left over it can be used for some work of public 
utility in the village. 

Progress. The credit movement has been working in the rural 
areas for the last 41 years. In 1945, however, there were only 
9,732 agricultural credit societies in the Province. The U. P. have 
as many as 102,388 villages. Thus the credit movement has reached 
only 9'57o of ^6 villages. The membership of the societies being 
229,600, the movement has affected only •47% of the total rural 
population and 'Q^/o of the total male rural population of the 
Province, In Bombay the cooperative credit movement has reached 
I?’©*/, of the villages and in the Punjab 60%. It has affected 
in the'Bombay Presidency 7°/, of the rural population. 

Even where cooperative credit societies have been working the 
average indebtedness of a member to the society is not more than 
Rs. 41/-. The Banking Enquiry Committe estimated that the debt, 
per debtor, among the peasants with the smallest holdings was 
Rs. 106. The indebtedness increased, however, with the increase 
in the size of holdings. Considering the average debt per debtor 
among the small cultivators and the average indebtedness of the 
members of the society to the society, it is obvious that cooperative 
credit societies have failed to free the cultivators from the clutches 
of the moneylenders. In spite of the credit societies working in 
the villages the members have to depend on outside agencies for a 
major portion of their credit requirements. No wonder, then, 

NB. Figures based on census of 1941 data and Annual Reports Cooperative 
Department. The figures include, as regards membership, village banks also. 
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that cooperative credit ha» 
make the cultivators soIvcti 
society provides only 5 3*/ 


not been iMc to aiipUce usury and 

As pointed out elsewhere cooperative 
of the total requirements 


Companson with other Provinces It will ^ 
know how the agnculraral credit movement lus been » 

> t--- 'Ths. frttlrtwmff table* KJves 

some c 


the comparative results 


Province 

Soaeues 

of members 

Bengal 

34,228 

7 79 

Bombay 

3,700 

1-93 

Madras 

11,041 

697 

Puniab 

19,816 

764 

U P 

8,123 

194 


62673 
4783 
476 3 
CGO'46 
X2286 


The table shows that, of all the major pro\mccs m India, the 
development of cooperauon has been the slou tst m the Prowce. 
With the exception of Bengal ibe other provinces arc much 1«* 
thii^y populated than the UP, but ifae mcnibttshjp of the soactics 
IS everywhere more The same is the case with the working 
capital 


Audit Classification The Audit dassificanon of the soacucs 
IS the best index of the soundness of the movement. But even this 
shows A depressing state of affairs In 1935-36 A and B class 
sociciies were negligible Most of the soacties were m classes C D>E- 
Reccntly some imptovement has taken place but the conditions are 
still fat {torn sausfactosy 

Factors retarding growth. Many factors have been responsible 
foe retarding the growth of a movement so full of promise. Some 
of these factors are internal and some external 

(<j) The success of the cre^t movement depends on a full 
understanding of the prinaples of oiopcrauon Unfortunately due 
to the illiteracy and ignorance of the masses cooperative education 
of the members of the society is xerv faulty 

(b) A natural outcome m the faulty coopetauve education is 
ihat the mcmbcis of the society do not realise their responsibilities 
and the general meetings and the committees of management do not 


*yeai Book aad D Kctoi; InAm Cooperatioa. Figures for the year JWO* 
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discharge their duties properly, A few individuals dominate the 
society and seek sclf-aggrandiscmcnt. 

(f) Unlimited liabilitv, which' is compulsory in agricultural 
credit societies, is another ijugbear which keeps well-to-do members 
of the rural community away from the cooperative society. The 
much needed capital, thus, cannot be obtained easily. 

(d) A credit society being a competitor of the well-to-do land- 
lords, tenants and the mahajans, has to face opposition from a very 
powerful section of the village community. 

(e) A society cannot, therefore, satisfy all the credit require- 
ments of the members. Even the members arc forced to borrow 
from mone;jdcndcrs. Being indebted to them, the other creditors 
force the cultivators to satisfy their claims first. The claims of the 
society, in many cases, remain unsatisfied, leading to large ovctducs. 

(J) As compared to the moneylenders, the cooperative societies 
are not very prompt in advancing loans to the members. Many 
formalities have to be gone through before money is actually 
received, and there arc too many searclung enquiries made by the 
society which arc not liked by the members. A moneylender, 
although he charges high rates and is not fair in his dealings, docs 
not ask inconvenient questions and advances the amount required 
very promptly. Even members of societies, therefore, prefer 
dealing with the moneylenders to taking loans from the society. 

(4) Supervision of the societies has also been very defective. 
Mistakes have not been promptly detected and promptly rectified. 

(Jf) The tendency has been to give too long a rope to very 
indifferent societies. Both the society and the Department have 
been very reluctant to take proceedings against even a hopeless 
society, and the confidence of the public is ,thus shaken. 

(/) Selection of the members on the basis of character, so 
essential to the success of the society, is seldom practised, leading 
to the indusion of undesirable men in the sodety. 

(j) Little attention is paid to how the loan is bdng applied. 

(k) The Government assistance to the movement has, also, been 
hopelessly inadequate. Sufficient funds have not been provided by 
the Government for the Cooperative Department. 

(/) But the most important drawback has been the lack of 
non-offidal interest in the movement. Initiative from the Cooperative 
Department is naturally construed as Government initiative, and under 
such conditions self-help and self-dependence cannot be learnt by 

11 cu 
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there be a keener interest evinced by tlie members in their 
society. It will be difficult for a few individuals to dominate the 
society and ignore the interests of the members in general. At 
present literacy is defined as the'ability to read and write one’s name. 
That is not the standard to be aimed at The aim of the literacy 
campaign should be education up to the primary, stage. Free 
compulsory education must be introduced, as soon as possible, in 
the cural areas. No , doubt, it would involve the state in huge 
expenditure, but it is one of tlie primary duties of the state, and 
merely on the grounds of lack of funds should not be postponed. 

The Cooperative Department also should not be over indulgent 
to recalcitrant societies. If they find that their advice is constantly 
ignored and the society continues to be mismanaged, action must be 
swift and drastic. Such societies must be scrapped without com- 
punction. Prompt action by the Department will have a salutary 
effect and save many a society from ffissolution. 

A careful supervision over die society is also a ncccessity. Some 
steps have already been taken to improve it, but the number of 
supervisors and their training is inadequate. In most cases the 
work is done in a perfunctory manner. It is suggested that not 
only their training should be improved, their emoluments should also 
be increased in order to attract a better class of person. Steps 
should, also, be taken to induce them to take better interest in the 
societies under their charge. This can be done by offering prizes 
and cash bonuses to a few most efficient supervisors in the district 
and the division. 

The disposal of the application for loans should be quick in 
order to avoid delays. For this purpose the meetings of the 
committee of management should be frequendy held. The necccssary 
enquiries can be easily made by the committee and there is no 
reason why the disposal should take more than 2 or 3 days. 

Interest in cooperation should be aroused in the people, ^ in 
general, by means or popular lectures on cooperation, cooperative 
conferences and exhibitions. Cooperation should also be introduced 
as a course of study in the rural schools in the Province. A 
detailed knowledge of cooperation is not necessary, but the students 
should be familiar with the elementary principles in simple language. 

Since, in India, die movement is guided by the Cooperative 
Department, the officers of die Department should be _ carefully 
chosen and a detailed^ knowledge of cooperative principles and 
practices should be a necessary qualification for such appointments. 
Continuous training of the officials, in batches, must be undertaken 
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VILLAGE BANKS 

In the previous chapter it was pointed out that one of the 
important causes of the retarded growth of the credit movement in 
the rural areas was unlimited liability. This fact was recognised 
by the Department and, in 1939, the policy of starting ‘multi- 
purposes society’ known as die village bank with limited liability 
was adopted. 

Since 1940 very few unlimited liability societies have been 
organised, and many of the old unlimited liability societies have 
been converted into village banks. The process of conversion 
still continues. 

Objects. The objects of a village bank arc very ambitious. 
All possible activides arc to be undertaken, and the village banks 
are intended to tack on to credit, markedng, supply of agricultural 
requisites and better-living acdvitics. 

The objects of the village banks according to die model by- 
laws arc: 

(i) To create unity, self-help and mutual help among the 
members. 

(ii) To foster among the members the habit of doing their 
work honesdy, punctually and methodically. 

(iii) To serve as the savings bank of the members. 

(iv) To inculcate habits of dirift and economy among the 
members and prevent waste. 

(v) To reform social customs. 

(vi) To stop frivolous and unnecessary lidgadon among 
members and arrange, as far as possible, for the setdement of disputes 
locally. 

(vii) To arrange for the cducadon of members and their 
children. 

(viii) To make life of members more pleasant and healthy. 

(ix) To improve the health, sanitadon, housing condidons and 
communicadons in the village. 
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(x) To combit epidemic diseases and proride ms^ica! assjsttocc 
for commoner ailments 

<xi) To induce members to adopt improved methods of 
cultivaaon by supplrmi; good «ccd, improved agncultum iraple 
meats, useful manures, ad^uale irnganonal facilmcs and labour 
saving dev iccs 

(su) To tiN K> improve the breed and the condition of the 
cattle of the membets 

(xm) To imptoic cottage mdusines 

(xiv) To raise necessary capital for the bank at reasonable ntes 
nd replace the same gradually ov its ou-ned capital 

(xv) To male advances to mcmbcis (m cash or kind) preferably 
for productive objects 

(tsi) To relies emembenfror- the debts of the moneylenders 
(xvii) To make the mcmbcis fit to discharge tkeic legal 
liabilities, e g , payment of tent and revenue more easily 

(xvui) To afford faahues to the members for the grading and 
transport of their produce. 

(xix) To purchase the produce members and arrange for its 
joint sale or arrange for tne coUecuve sale of the prwuce of 
members 


(tx) To advance money to members on the pledge of their 
produce 



(txil) To establish commccaal agenacs for the disposal of the 
produce of members 


(sxui) To assist the membexs m obtaining the necessaries of 
hfe at reasonable rates 

(xxk) To do dl the thm» that may be inadeatal and condaavc 
to the attainment of any or ail o^ the aforesaid objects.* 

of operation The area of operabon of a nllaec bank 
isavaiagc, ^ 

Memberdup There arc three classes of members— Class ‘ V 
mdudes members joining the bank for all its objects Qass 'B' 


•Model kj4»'«s of » nOasc btak. 
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Consists o£ merrlbefs joining for marketing and better-living and 
class ‘C of those joining for better-living activities only. 

Any person who is above the age of 18, of good character, 
and sound mind and lives and carries on trade or business of a 
permanent nature or cultivates or owns land in the village will be 
entitled to membersliip. 

Every member before admission undertakes to be bound by the 
by-laws. They, also, agree to observe special rules passed by 2/3rd 
majority, and undertake liability to a fine not exceeding Rs. 100/- 
in the event of a breach. 

All members have to contribute annually a sum, not exceeding 
Re. 1/-, fixed by the general meeting. Other contributions can be 
levied for special purposes in cash, kind or labour. No member 
can exercise his rights unless he has paid annual subscription for the 
1st year and, in the case of members of classes ‘A’ and ‘B’, has pur- 
chased a share of Rs. 20/-. Alembers of classes ‘A’ and ‘B’ have to 
submit a true statement of their assets and liabilites. 

Any member who ceases to be qualified under the by-laws 
ceases to be a member and he can withdraw from the society after 
a month’s notice, provided he does not owe to the Bank or is a 
surety. 

Expulsions of *A’ and *B’ class members can take place for 
failme to pay the dues, for misapplication of loans, for borrowing 
from outside and for disloyalty to the society in matters of sale and 
purchase. A ‘C’ class member is expelled for non-observance of 
rules and regulations and for failure to pay tlie contribution. 

Liability. The liability of the members for the debts of the 
society is four times the nominal value of shares held in the case of 
‘A’ class members, the nominal value of shares in the case of class 
^B’ and Rs. 6/- in the case of class ‘C. ’ 

( Funds. The funds of the society come from (i) annual 
contributions, (ii) special contributions, (iii) share capital, (iv) loans 
and deposits, (v) subsidies and donations, and (vi) reserve fund 
and profits. 

, Annual contribution, as already pointed out, is not more than 
Re. 1/-. Special contributions are levied for special purposes. 

Most of the money comes from shares of Rs. 20/-/-, payable 
in 20 half-yearly instalments of Re. 1/-/-. No premium is charged 
and no shares can be allotted to minors. A member is not 
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permitted to bold shares in exccjs of l/6th *f, 

smdRs 1000/ in value. Shares ate issued to only A and » mii 
members Share instalinenw base to be paid te^latly. Memocis 
of ’A’ and ‘B’ dasses have to bold at least one shite and as many 
mote as demcmined by the committee on the basis of status 
Class ‘A’ members bold one share for every normal credit ot 
Rs 50/ / , and every member of class *B’ one share tot every 
Rs 100/ / of the value of crop dealt with through the bank. 

Shares cannot be ttansfeticd before one ycat and can be 
transferred, even then, only to a member approved by the society 


Deposits and Loans Fixed deposits can be received 
members and approved non mcrabecs, living within 5 mdes of the 
Bank, the rate of intcKsi being fixed by the general meeting not 
acceding T*/, 

Transfer entries of the the portion of interest, realised during 
the year, to be credited to the SIS mgs of members shall be made 
intneaccounuofracmbccsat the «ose of the year on the 30m 
June, et cry year Savings car^ interest at a rate fixed by the 
meeting not exceeding O’/^ The interest is calculated on the 
mimawtn balances during the last six months on 1st April and 
1st October 

Sivmg deposits can be withdrawn subjea to a mimraum balance, 
deaded by the meeting, which will not be less then Re If /• 
A notice of 14 days is also occessaiy Withdrawals ate permitted 
during sickness, famine and othet unforeseen cilimmes 

Loans cannot be borrowed acept from the central bank without 
the sanction of the Regisitat 


Reserve Funds and Profits One third of the net profits goes 
to the Reserve Fund The test of the profits can he distnbutw as 
follows ® For declaring dividend at not more than 7i7o on 
the paid up share capital, (u) for contnbution to chanuble pux 
poses, (in) for bonus on non*ctedit dealings of members, (iv) for 
mcccasing the Reserve Fund ot odiet foods and fv) for bong 
earned over to next year’s profits 

The reserve fond is indivisible 


l/iana to Members *Ilie fonds are used for granemg loans 
for necessary and lawful putposes, ptefetenee bcinc Riven to 
productive purposes " " 
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Loans ate given on tlie basis of the amount realisable from 
tbe sale of crop the member markets through the bank. Bur a larger 
normal credit miy be allowed to *A' class members according to 
their 'Haissiyar and paying capacity. For unproductive purposes 
only l/4th of the normal credit can be advanced, but for productive 
purposes tliis percentage can be exceeded. 

Security. For every loan a pronote of the borrower is 
necessary and, if the committee thinks it essential, a mortgage of 
property may be demanded as collateral security. In addition, 
two sureties are requited. The sureties, generally,; should be 
members, but in special cases non-mtmbcrs, with the sanction cf 
the Assistant Registrar, may also be accepted as sureties. 

The loans are generally granted for specific objects and must 
be applied to the same, otherwise they are recalled. 

Period of loans. The period of loans varies with the object. 
Loans for cultivation and trade purposes are recovered with reference 
to the season and the time of sale of the produce. These are 
expected to be paid off out of the produce. The race of interest 
on the loans is fixed, witli the approval of the Assist.ant Registrar, not 
exceeding 15*/,. At least 4/5 of this is credited to interest and the 
test can, with the approval of tlie Assistant Registrar, be credited to 
the savings of the members. 

Out of the portion credited to interest a rebate may be allowed 
to members who have been punctual. 

Extensions are given only for special reasons and then, too, 
with the approval of the sureties. 

Penal interest may be charged from the defaulters but the total 
interest charge should not exceed 3 pies in the rupee per mensem. 

Marketing. Marketing of agricultural produce of the members 
is arranged in any or all < f die following w.i) s. How the produce 
is to be disposed of is to be decided by the general meeting. 

The bank may purchase the produce outright and after 
processing it sell it. The members get die price and are not 
responsible for profit or loss. 

Another alternative is to sell die produce under commission 
sale system. The sale is by sample and the price of die produce is 
paid to the members minus a small commission. 

The third method is the pledge system. The produce is kept 
in the godowns of the bank, and 75°/, of the value is advanced to 
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thcmtmbcn TliC advance « «\hc 

can be extended If the pnee ftJh 10’/^ Wj>’^ «.«lli. 

utneofpledgcf nhersccunty mar be demanded 
In ca-e of faduic to do either the bank can *cli the piod 
due notice 

Adraimstratton General Meeting The gmcnl meeting ts the 
supKfTC amhcintr Span from the oihci funwon 
general mecn'i^ m an agncuhural credit sooctv the genera 
n a % ilhge bank fixes the hem upio uhich a *B’ class member s 
be allotted to partiapaie in maikeung tran<actioft« It . 

schcr“e o?impxo\circnts fot the yeat Enquiries arc, also, 
into the condition of siindmg crops, and the quantity of pma 
the bank will be called upon to dispose of is estimated 
ate framed for the purchase of agiicultutal produce of the 
and supply of necessaries of life and agrtcukural tcqmsitw ^1 
and 5p«ial contributions ate as«c*<cd by the banlc 
meeting has the power, too, to impo'c a fine not exceeding /»/ 
for absence from a general meeting without suificjent cause. 


Committee of Managerocm The comnurtee consists of 5> ‘ 
or 9 rremoers including inc Treasurer and the Charnnan At less* 
one m-Tib-r should b- elected from eadi class of members Members 
of‘C class Will vote, however.only on questions concerning better 
living aaisiuts 

All members enioy only one vote and no proxies are permuted 
In addition to the functions of a committee m the agrtcultural 
credit societies the comnuuec, m a village bank decides the number 
of shares c'> ch member of *A’ or *B' dass is to hold The committee 

has to mducc reliable people to join the bank Area sown under 
the crops to be raatketed through the bank has to be estimated and 
the condition of crop mquucd into ArTan_.ciTents for processtflg 
and grading of the produce have to be made and arrangetrents fot 
purchase of agricultural requisites also undertaken A limit is feed 
beyond which no member is allowed to spend on religious and 
other ccr*roonits The committee guides the village people m ^ll 
efforts for physical, moral, social and materul improremenis 

Secreury The Secretarv ts appointed by the committee and 
IS the chief officer of the bank 


Arbitmiion All dispa es btween trembers regarding the 
business of the soaety ate deeded by the committee and aa 3 pp«d 
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lies to the general meeting. Such disputes cannot be taken to a 
court of law without the sanction of the bank. 


Liquidation. Liquidation can take place only by an order of 
the Registrar. 


Progress. Only ‘A’ and ‘C class of older unlimited liability 
agricultural credit societies were taken up for conversion into 
village banks in 1940. 

The progress of the banks is clear from the following table*. 


Years 

No. of Banks 

No. of Members 
(lakhs) 

Working Ca 
(lakhs) 

1939-40 

961 

*24 

9*9 

1940-41 

2,214 

•57 

28*5 

1941-42 

3,021 

•77 

36*68 

1942-43 

3,697 

*90 

41*74 

1943-44 

4,308 

1*01 

48*45 

1944-45 

4,945 

1*15 

60*33 


The average membership per village bank was 24*5 in 1940, 
25*9 in 1941, 25*5 in 1942, 24*4 in 1943 and 23 3 in 1944. 

The position as regards deposits from the members was as 
follows: in 1941 the total deposits from members held by the banks 
in the Province amounted to 13*41 lakhs. In 1942 the deposits 
made by the members amounted to Rs. 1*65 lakhs, in 1943, 2*21 
lakhs, in 1944, 2*93 lakhs and in 1945, 3*61 lakhs. 

The owned capital of the banks amounted to 15*78 lakhs in 
1941, 19*67 lakhs in 1942, 23*61 lakhs in 1943, 27*82 lakhs in 
1944 and 31*97 lakhs in 1945. The percentages of the owned to 
working capital work out at 55*3, 53*12, 56*6, 57*4 and 53 
respectively for these years. 

The owned capital was made up as follows: 

Share Capital Reserve Fund Other Funds Owned Capital 


1940-41 

6*61 

6*97 

2*19 

15*77 

1941-42 

8*59 

8*45 

2*63 

19*67 

194*2-43 

10 60 

9*92 

3 09 

23*61 

1943-44 

12*77 

11*42 

3*63 

27*82 


•Table based on Annual Reports of Cooperative Societies in U. P. 
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COOPERATIVE MOVEMENT IN U. P. 

Thebcstinactof the business tumactea by the bJnfe u the 

amount adeancei to the m-mhets In lOll Rs 17 17 Uhhs 
adwnced to the memhets the figure, for the next foot years being 
21 4. 2338, 2881, and 39 lakhs respcetively 'J; 

advances, the recoveiic. were 13 39, 1653, 24 7, -o 

lakhs leaving as outstanding 21 82, 23 81, 31 39, 33 89, and 4479 
klis for the same >cars 

Owdues includtng postpon«n<nt stood at 314 lakhs in 
1911,4 97 hkhs m 19*2, 2 93 Ukhs to 1943, 4 05 lakhs m 1914 
and 3 86 lakhs la 1045 

An idea of non-ctedit hmm«s done by the village banks can 
be had from the following table • 


Payment foe Sale of 

Year purchase of goods to 

members* produce members 

1040-41 93 lakhs 109 lakhs 

mi-42 94 ’* 1 33 ” 

1942- 43 1“8 ” 207 ” 

1943- 44 381 ” 4 40 ” 


Tt IS evident from the table that the only non credit business 
undertaken by the village banks has been the diposil of agri- 
cultutal ptoJace and patchasc of membets’ retjuircracnts The 
total business transiae J tn this respect is, however, a very small one 
Inspire of the long list of objects which the banks have set before 
them the most important business of the village bank has been the 
supply of credit to the members 

When the banks were started the expectation was that they will 
become village republics and a centre of all activities — financial, 
social, economic and even educauonal So fat this has not 
happened How far the scheme will be successful is very difficult 
to say The villige banks have been working as such, only for 
the list 5 years and that, too under abnormal conditions brought 
about by the last war Due to controls both markcung and 
purchase of agticulrotal requisites and necessaries have not been 
normal, and u was only natural diat credit ttansacuons should have 
been the domioanag feature <rf the viUage banks 


la U based on fijnrej from the Aaatul Rc^tta of Coopettore loaetie* 
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Even, uldmately, when the normal conditions return whether 
the village banks would be able to adiieve the objects is more than 
doubtful. 

The activities of a village bank are so many that even if a 
few are undertaken die busin *-ss of the bank will not be a smiple 
one. Under the present conditions of literacy in the rural areas the 
committees of the banks, consisting, as they do, of the village 
people will, for some time to come, not be competent to cope with 
the business of the village bank. 

There is a danger that die power, will fall into the hands of a 
few individuals and a proper check from the committee or the 
general meeting will not be possible due to inability, on the part 
of the members, to have a grip over the situation even if they want 
to do so. 

Until, therefore, there is a successful drive for mass literacy 
and a better appreciation of the principles of cooperation can it be 
expected that the village banks will be able to achieve even a 
moderate measure of success. 

Under the circumstances it seems desirable that the older type 
of agricultural credit society with a change in liability should be 
maintained, and for other purposes a multi-purposes society can be 
organised, in the villages, to work side by side with the credit 
societies. 



PRUIARY NON'AGR.ICULTUR.A.L CREDIT SOCIETIES • 

The need. A great demand fot credit is no peculiarity of 
rural population only. In urban areas, aUo, a greater percentage 
of population needs credit as urgently, if not more. ^ 

A ma'jor portion of urban population consists or petty 
employecj of the Gavcmmeni, scmt public bodies *nd hrms, 
traders, anisans.shopkcepersandinihcindujtriiltowns the labourers 
of the factories and workshops. The cost of living in the towns 
being comparatively higher, none of these classes can save 
These cbsses generally lead a hand-to-mouth existence, 
need aedit fbt marriages, social and religious functions, doctors bill 
in case of a protracted illness in the family and sometime for 
maintenance also, Liboutets have to live on aedit during the 
period of their idleness and traders tetjuire loans for trade purpo**** 
No doubt, in the towns better banking facilities ate available 
but the objects of loans are such that commcicial banks are unable 
to help them. Even productive loins for trade purposes do not 
suit the banks. For ^ese people, therefore, there is no alienuiive 
but to approach the moneylenders fot credit- Urban diss«, 
however, do not possess even land which can be offered as a 
security and, thetetote, hvve to pay exorbitant rates of interest. So 
fat, therefore, as indebtedness is concerned the lot of a major 
portion of the urban population is mich worse as compared to the 
rural population. 

These facts were recognised when cooperation was inttoduced 
in the U. P., and simaltaocous with rural credit societies non-agri* 
cultural credit sodeties were sutced in the Province. Cooperative 
urban credit has been a prominent feature of the movwncnt since 
its inception. ‘The urban banks that were started to finance the 
roovemcot did not leave the small mao in the town out of their 
ambit With their operation spread over large areas and their 
scattered members grouped jmo what were then known as 
affi.iatcd sodeties, wc nad several of them formed fot artisans and 
petty tiaden and shopkeepers of the town. These were later on 
convened into separate sodeties, with affiliation to the district on 
central banks into which the old urban banks were converted.^* 

• Year Book *ad Directory of laiKaa Cooperation, 1912. p. 622. 
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Types of society. Tlictc are three distinct classes of urban 
population : {a) the employees or salary earners, {b) artisans, traders 
and shopkeepers and {c) labourers. Conditions among these three 
classes are cjuite different and a uniform type of credit society will 
not be suitable for all. Tlicre are two import.ant types of urban 
credit societies catering to the needs of the first two classes : (i) 
Employees’ or Salary Earners’ Societies, and (ii) Societies of Artisans 
and Traders. No attempt has, so far, been made to provide credit 
facilities for the factory laboincrs. 

Wiihhr two years of the passing of the Act of 1904- Benares 
Silk Weavers’ Association was started to finance the silk weavers. 
A cooperative society was organised, in for the office clerks 

in the Collector’s office at Mainpuri. 1907 saw the organisation of 
a society for artisans and traders at Rae Bareli and in It.lO the 
‘Swadeshi Cooperative Society’ was started at Cawnpore to provide 
banking facilities to businessmen. These societies have been 
organised on a local and vocational basis. Membership of the 
society is open, generally, to persons of the same trade or occupation, 
living in the same mohalla or town or working in the same office, 
department or mill. 

The societies arc modelled on the Schulze system with modi- 
fications suiting the local condidons. 

Employees* and the Salarj'^ Earners’ Society. In 1944 there 
were 401 non-agricultural credit societies having limited liability in 
U. P. Of these 311 were salary earners’ societies. Among the 
salary earners’ societies there are a few, like the Agra Telegraph 
Society, the Postal Employees’ Society of Lucknow, the O. R. Ry. 
Employees’ Society, which have a very wide area of operation and 
cover the enure Province. The number of employees’ and salary 
earners’ sociedcs has been increasing steadily. 

In 1910 there were only 5 clerks’ sodedes but in ‘1920 the 
number had risen to Id, in 1930 to 64, in 1940 to 203 and in 1944 
to 311, The salary earners’ sociedcs now extend ot^er the different 
departments of the Government, District and Municipal Boards and 
some offier offices. There are, for example, societies for the police 
force, for the employees of the Civil Accounts Department and the 
Civil Secretariat and tire emyloyecs of the various courts. 

Objects. The objects of the salary earners’ societies are ‘{a) to 
create unity and develop the spirit of mutual and self-help among 
the members, (Jj) to foster among the members tire habit of doing 
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the amount already paid is forfeited, but within 6 months of the 
notice of forfeitures tlic shares can be renewed on payment of the 
arrears and a renewal fee of -/8/- per share. 

The shares are not transferable except to those who are eligible 
for membership and approved by the committee. The members 
desirous of doing so should inform tlie society and it will try to 
help them. 

The share money cannot be withdrawn in case of resignation, 
removal or death till all the claims of tlie society against such 
members are satisfied and the time limit under the Act is over. 

A considerable portion of the society’s requirements can be 
satisfied with the share capital. 

Deposits and Loans. For additional capital, if required, 
deposits and loans can be raised. The general meeting fixes the 
maximum liability to be so incurred by the society. Generally it is 
eight times the owned capital, i.e., the paid up share capital and the 
reserve fund. The conditions of deposits and loans are fixed by 
the committee. 

Deposits generally come from tire members themselves. 

Loans can be borrowed from cooperative institutions, like a 
central or a district bank, or joint stock bank. Salary earners’ 
societies have a better credit with the banks, and there is no difficulty 
in getting accommodation. 

■Reserve Fund and Other Funds. The reserve fund can also be 
used as working capital. One-fourth of the net profits is credited 
to a reserve fund every year which is indivisible. With the passage 
of years the accumulations in the fund grow and can be drawn upon 
in case of necessity. 

Other funds are also created out of the profits, e,g.. Bad Debt 
Fund, Building Fund, Dividend Equalisation Frmd, Depreciation 
Fund, Sinking Fund etc. • These can, dso, be used as working capital. 

Any amount carried over to next year’s profits may be similarly 
used. 

Admission fees are chargeable only once and are very small in 
amount. Donations, also, are not very common. These sources, 
therefore, are comparatively unimportant as sources oT' working 
capital. 

Financially the Salary Earner’s Societies have been very strong, 

V Their owned capital is a large percentage of the working capitd. 
Only about 16% of the wormng capital has to be borrowed. 

13 cu 
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Dt loans can, however, be granted without any surety 


ties. In the earlier societies deductions of the dues 
.lar}’- were not undertaken by all the heads of depart- 
lices witli the result that ovetdues in many societies 
avy. Recently, however, a Governor’s Act has been 
acli deductions are now compulsory. Recovery of 
therefore, a comparatively easy matter now. Not 
/„ of the outstandings are over dues. At the time of 
member authorizes his employer to deduct the dues 
ry bill. 

In calculating the net profits of the society the 
iuctions are made from the gross profits : 

test allowed, {b) expenses of management, {c) provisions 
, {d) depreciations for stocks and buildings and {$) other 
nterest which is overdue or any interest earned but 
duded in the profits. 

, he net profits l/4th at least goes to the reserve fund, 
nay be distributed as follows, witli the sanction of 

= / 

(/) not more than 10% to a charity fund. 

(//■) not more tiian 10% for dividends on paid up share capital. 
(Jn) to additional payments into tlie reser\’'e fund, 

(;>) to next year’s profits. 

(y) and to building up of other approved funds, e. g.. Bad debt 
fund. Building fund. Sinking fund etc. All dividends not claimed 
within 3 years are credited to the dividend equalising fund. 

If a society is dissolved the liabilities must first be discharged 
and, if necessary, the reserve and other funds can be used for it. 
Out of the remainder dividends at the maximum rate of 10% can 
be paid for those years when dividend was not declared. If some- 
thing is left over, with the approval of the Registrar, it can be 
applied to a charitable purpose or to an object of local utility. In 
case the committee fails to recommend an app^roved object within 
3 months, the Registrar has the power to use the funds in .supporting 
cooperative societies in the vicinity or in farthering the movement 
as a whole. 
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If tliere is a vacancy among the elected members or the 
treasurer, it will be filled up by election by tlie remaining members 
of the committee. A vacancy among tlie nominated members is 
filled up by first nominations by the president. 

Among other things the membership of the managing com- 
mittee ceases if a near relation of the member is employed by tlie 
society or the member himself accepts an office of profit under the 
society. Absence from 4 consecutive meetings of the committee, 
wMiout sufficient cause, also, terminates membership of tlie 
committee. 

The meetings of tlie committee should take place at least three 
times a year. The function of the committee are agricultural more 
or less the same as in a credit society. 

President. The President is the chief executive officer of the 
society and wields great power and influence. In emergencies he 
can exercise all the powers of the committee and if he finds that 
the committee is not functioning properly he can take over the 
administration, convene a general meeting within a month and get 
a new committee elected. 

All cheques and instruments above Rs. 300 have to be signed 
by him. All loans above Rs. 500/-, recommended by the committee, 
are confirmed by him, and he has the power to allow postpone- 
ments. He can incur contingent expenses above Rs. 50 but 
below Rs. 100. Any member can be directed to act as Secretary 
if the office falls vacant, and powers can be delegated by him to 
the Vice-President and sub- committees. 

Secretary. The Secretary controls the establishments, incurs 
contingent expenditure below Rs. 50, signs cheques and bills 
up to Rs. 300, sanctions loans not exceeding Rs. 100, and 
recommends admission of new members. Besides, he carries on 
the same duties as a Secretary In an agricultural credit society. 

The management of a salary earners’ society though efficient is 
not democratic with the head of the department or qflice as 
President and the nominated members, who are generally high 
officials of the deparment or office, as members of the committee. 
Free expression of opinions in the committee is not possible. The 
society is dorninated by the President and he does as he likes. In 
case the society has a wide area of operation the power is con- 
centrated in the hands of the officials of the head quarters who 
can manipulate, with the help of the proxies, the affairs of the 
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Most of the credit societies arrange to purchase raw materials 
also for the members. 

Difficulties of tlie Societies. (1) Cooperative education of 
the members is exceedingly difficult in societies for artisans and 
traders. Members do not like to leave their business and attend 
meetings. Sometimes, the meeting cannot be held for want of 
a quorum. ' 

(2) The natural consequence of this is that the business of the 
society is left in the hands of the paid staff and oneorttwo members 
of the society. There is a greater danger, therefore, that the society 
may be mismanaged. 

(3) The society, again, cannot conduct searching enquiries re- 
garding how the loans taken are being utilised. Members resent 
such enquiries as they are afraid that their trade secrets will be out. 

(4) Loans taken are generally used for the improvement of 
business and, therefore, cannot be repaid within a short period. 
The societies hesitate to lend for long-terms as they have no 
facilities for ascertaining whether additional loans have been borrowed 
from other moneylenders or not. 

(6) The corporate feeling among the members of the society 
is not very strong. 

(6) And there is no certainty that if a member is heavily 
indebted he will not leave the town and disappear. 

Progress. The progress of the societies can be judged from 
the following tables*. 


Table No. 1 

Unlimited Liability Societies. 

Number of Share Reserve Working Loans and 

societies ^ capital fund capital deposits 

(in lakhs of Rs.) 

1930 156 3,138 '62 *62 2'86 1'62 

1931 153 3,094 '68 '73 2'94 1*62 


’•‘Table based on figures from tbe Annual Reposts of Cooperative Societies 
in U. P. 

N. B. Figures for 1944-1945 for Reserve Fund, Share Capital, Loans and 
Deposits arc not available. 
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1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1940 

1941 

1942 

1943 

1944 

1945 




149 

151 

152 
106 
189 
204 
224 
249 
260 
249 
244 
234 
276 
216 


2,898 
2,918 
2,929 
3,342 
4,277 
5,104 
0,326 
7,030 
^,452 

7,971 
0.870 
0,384 
5.899 
3 340 


69 
71 
71 
68 
67 

69 

70 
83 
95 

98 
100 

99 


81 

87 

94 

98 

101 

105 

104 

llO 

115 

123 

123 

128 


3*05 

304 

305 
2 87 
205 
300 
314 
3 56 
376 
3 78 
3 56 
3 36 
334 
3 41 


155 
116 
140 
121 
127 
1 26 
137 
153 
166 
157 
133 
108 


Table ^ _ . 

Numbei O' Mtmbas capiol „EHoW«) 


Vcai socicues 


1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1940 

1941 

1942 

1943 

1944 

1945 


71 

70 

70 

71 
73 
94 
109 
128 
162 
208 
239 
274 
315 
368 
401 
403 


20 568 
21,657 
23,257 

24261 

28,049 

32,827 


809 
1879 
1005 
1139 
1269 
13 45 


Sw wf. 

41,102 47 54 

46174 2004 

wJgOT 2309 
62;329 25^ 
65,699 2»56 
67.465 25 45 
68.808 2637 

75.000 — 

77.000 


157 

2 25 
261 

3 02 
277 
3 29 
3 80 
6 44 
602 
617 

6 90 

7 78 
813 

8 65 


18 05 
2127 
2480 
28 06 
3100 
33 42 
38 74 
47 87 
65 23 
62 89 
68 95 
70 41 
74*03 
8144 
80 62 
70 47 


928 
1083 
1811 
1365 
16 63 
10 01 
8003 
2189 

2918 
33 62 

30 80 

31 06 
10 61 
40 42 


i 403 n.o»“ 
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The reasons why the limited liability societies wliich arc 
predominantly ‘salary earners’ societies’ have a greater volume of 
business have been that (a) tlie members ate educated, (h) overdues 
ate small due to tiie system of deducting the dues from the salaries, 
(f) the incomes are regular and (d) die administration is cfiicient. 

The unlimited liability societies wliich are societies organised 
for die artisans, traders and business people, generally, do not 
have the same degree of education, and the collections are also 
not so good. Apart from tliis, economic conditions have a great 
bearing on die working of the societies. When the business is dull 
die working of the societies suffers. The figures for these societies 
between 1930 and 1932 show diis tendency. 

These societies arc small institutions as compared to the 
limited liability societies. In 1941 the membership in 249 societies 
was only 7,971 and the working capital amounted to only Rs, 3'78 
laklis. The figures in the 274 limited liability societies were 
G5,G99 and Rs. 70‘4 lakhs respectively. Still, due to the lack of 
education, the societies are torn widi factions. The management, 
also, is not <]uite so efficient. The brunt of die work falls on the 
paid staff and the members themselves take little interest in dieir 
societies. The average membersliip has risen during 1930-1941 
from 20T to 32 but, during the same period, the average working 
capital per society has gone down from Rs. 1835T to Rs. 1618T. 
The per capita working capital in 1941 was Rs. 47*4 while in 1930 
it was Rs. 91'2. 

Considering die comparatively large percentage of people 
engaged in handicrafts and trades, the number of societies and their 
membership is hopelessly small. So far as the benefits from these 
societies go, die increase in die average membership of the societies 
but a decrease in the average working capital and die working 
capital per member are a dear evidence of a deterioration in the 
situation. 

A careful organisation of the societies, greater propaganda 
among die artisans, ceaseless education of these people in co- 
operative prindples and a simultaneous development of marketing 
alone, can improve matters. A clear classification of the loans and 
true declaration of the objects will go a long way to make the 
societies more useful and popular. For the purchase of raw materials 
and occasional domestic requirements, only short term credit 
should be advanced. Other needs like purchase of tools and 
implements may be met only where the current needs have been 
satisfied, A true declaration of objects will enable a society to 
14 CM 
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In general, a land mortgage society encourages among the 
members thrift and 'self help through mutual help 

Area of Operation The atea of operation as 
m the by laws, IS to be ultimately the whole of the ^ 

start with, however, it is permitted to Umtt the P . 

aTahsil On principles « ts advisable to JJc 

operation so that idcntificauon and saluaUon „ 

mortgaged may not be diflkoit and expensive If the 
limited the directors or ihc members of the committee P , 
local knowledge and the sen ices of expert NaluerswtUn 
necessary 

Membership In a land mortgage society there ate 3 
of members (A) The borron ing members, (B) the non borro K 
members and (C) persons permuted to jom m the execution 
mortgage deed in order to pass a valid title to the society 

For ‘A* and 'B' class of roembets the qualifications for 
membership ate the same as in a credit soaety 

The conditions for the termination of membership ttnd 
expulsion, also, are the same as m credit societies It is, howevefr 
provided that a member can be expelled, for misapphcatioa oiioiM 
Of foe incurnag serious outside liability, with me permission ot 
the committee of managemcat 

Application for admissions are made, on tlie prescribed form, 
to the committee which disposes them off 

Tvery member has the right to nominate hts successor In 
the case of (A) class members the nominee should be tbe le?*’ 
hut to the land on the security of which a loan is advanced by 
the society The nominanons have tobemade m writing and attested 
by two witnesses 


Funds The funds of the soaety come from the following 
sources (a) admission fees, (i*) share capital, (e) loans and deposits 
and (d) Reserve and oihcr funds 


Admission fees ’C7 dass members of the society liavc to 
pay Re 1/ as an admission fee 

Shares There arc two kmds of shares. Ordinary and 
The value of bodi the kinds of shares is Rs 10/ 
The whole of the share money must be paid on allotment, in the 
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case of ordinaty shares. In the case of preference shares Rs. 2/8 
is payable on allottncnt and the remainder by calls, not exceeding 
Rs. 2/8, for which a month’s notice is given. The number of 
preference shares is limited to Rs. 5,000/-. Shares are allotted by 
the committee. 

Shares are non-transfcrable except with the permission of the 
committee. They are, however, transferred to the nominees of a 
deceased member. 

Shares cannot be withdrawn. In case, however, a member 
is permitted to withdraw, is removed or expelled or the nominee 
of the deceased is not admitted to membership, the money is paid 
in accordance with Sec. 23 of the 1912 Act. For the period, the 
share money remains with the society after the cessation of member- 
ship, interest is payable at the rate of the dividend declared the 
previous year. 

‘A’ and ‘B’ class members must hold shares but the ‘C’ class 
do not. 

Deposits. The managing committee in a land mortgage 
society is authorised to receive deposits witlun limits prescribed 
by the general meeting. Deposits can be received from members 
as well as non-members. Since, however, the loans advanced by 
the society are for a fairly long period current and saving deposits 
are out of question. Ordinarily, only fi.xed deposits are accepted 
and that, too, for not less than five years. 

The rate of interest on deposits is determined by the committee 
but cannot exceed 7 °/o per annum. 

Loans. Loans can only be taken from tire District Bank in 
the district unless there is either a general or special permission 
from the Registrar. 

The amount of deposits and loans, the society can raise in a 
year, is fixed by the general meeting with the approval of the 
Registrar. Liabilities can not be created by the society beyond 
that limit. The maximum liability will in no case exceed 20 times 
the value of paid up share capital and reserve fund. 

Reserve and other funds. Out of the net profits one-fourtlt 
must be placed in a Reserve Fund. In course ot time the Reserve 
Fund will become a good source of working capital. Other funds 
can, also, be created by the committee with the approval of the 
Registrar. 


^0 COOPERATIVE MOVEifENT W U P 

LiabiUty The hiMlly of ihe mcmbcB fot the rfj’’ ' 

,oc .«7 B bmited The UeblUty of <h= metoence eluic hoWa « 
the nhmina! ratoe of then shale The liabilitr of the ortmaty 
share-holder is two umts the nominal value of their snares 

Loans to Members The fhnds of the soaetj are used for 
mviog loans to the members of 'A* class A Joan ' 

nmes the value of the Uiates held cannot be given, and no loan 

IS to cxccci Rs 5 000/ The nunimum « hich can be 
Rs 400/ IheactuaUmouM which is advanced is 
within these bmits, by the cororoitice of managetnent on the 
of the value of land mortgaged to the society 

Any member, who is also a member of any unlimited babiltty 
soaety, unless recommended for a loan by that society, cannot ge 
a loan from a land mortgage soaety 

The managing committee has to conduct an cuqutry into the 
ude of the applicant to property, to be mortgaged to Ac societ). 
and the value of such property has to be ascertained, the <»st ® 
Ae valuation and determination of the title being borne bj to* 
borrower himself 

Not more than 60*/, of Ac value of land can be advMced to 
a member In case the loan eicecds Rs J,000/, a certmeate or 
eacumberance from the Sub Registrar’s ofTice may be required by 
Ac committee 

In case a loan is taken for the redemption of an old mortage, 
Ac soaety should, so far as possible, pay Ac sum to Ac aeAtor 
of the bortowci so that there may be no possibAty of misapphca 
lion and a proper utle is passed on to the society 


Secumy Every loan must be secured b> a mortgage of land 
which must be registered So Aat a clear tale may be obtained 
by the society it insists that all pcr«ons interested m the property 
)om Ac soaety as ‘C class memben and become co-executants of 
Ae mortgage deed 

In adAtion to Ae mortgage of land one or two personal 
suKUes ate also needed If there is more than one personal surety, 
one must be a membet of the soaety All sureties are liable to 
pay the full amount of Ae loan If a surety Aes a fresh surety 
may be required, a member ot a non member, as Ae case may he 
If the fresh surety is not acceptable and attangemeot to pay Ac loan 
by a fixed date ate not made, Ae loan account of Ae member is 
closed and steps ate uken to recover Ae Joan 
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All land mortgaged to the society should be free from encuin- 
berances except when a loan is taken for the redemption of prior 
mortgage debts. 

Loans are advanced by the society for purposes, specified under 
the objects of the society, and must be used for the purposes for 
which they are advanced. 

The maximum period of the loan is 15 years. 

The rate of interest charged on the loans is determined by the 
committee but is not to exceed 9°/„ per annum. 

The loans are repayable, by equated instalments, fixed by the 
committee. Extensions for the payment of instalments can be 
given, if considered necessary, for the maximum period of six 
months, by the committee. Longer extension are allowed only 
with the previous sanction of the Registrar. Witlr his previous 
approval even the instalments can be revised. 

Nothing, however, stands in the way of the repayment of the 
whole loan at any time. 

Recall of Loan. A loan can be recalled by the society under 
the following circumstances ; {a) if the mortgaged land becomes 
subject to forced administration or forced sale, (y) if the land is in 
danger of being swept away by water, {c) if the borrower incurs 
outside liabilities widiout information to or permission from the 
society, {d) if a member fails to provide a surety, (e) if a member 
defaults, (f) if he fails to pay tent or revenue of the mortgaged 
land, (^) if the land so mortgaged is attached by a court, (h) if 
the loan is misapplied, (;') it a member deceives the society or (y ) 
if he becomes insolvent or insane or is expelled from the society. 

In case the value of land depreciates a partial recall may be 
made. 

Penal Interest. On overdue instalments the rate of interest 
charged is 12%. 

In case of mortgage without possession the society may, and 
in case of mortgage with possession, it shall pay rent or revenue 
on behalf of mortgagor. Such advances will be added to the 
member’s loan account and interest will be charged at the same rate 
as on the original loan, the repayment in respect of these advances 
being the first charge on the mortgaged property. 

Administration: General Meeting. The supreme authority 
is vested in the general meeting. The annual general meetmg 



JJ2 COOlCRATlVEMOVEMEm iN W ^ 

should be held as soon after audit as PMSiHa iwaricfl 

the general mccung arc the swne as in an ag 
soaety The general rnccuog* ho«c\cr. ^ nwtrman 

Chairman who is c\ officio A Senior a Junior Vi 
are elected by it and so, also the Sccretity 

As pointed out cailiet, the maxtmutn lubibty of the society 
has to be dctcrroincd b> the general meeting ever) year, 

A general mccung can be comcned *bc 
Registrar or the Chairman or at the leoucst of at Iwst lo , > 

The quorum for a general mccung is l/4ih of the n 
members or 25 whichever is less 

The Chairman of the Society is the Deputy Commissioner or 
Collector of the district, cx-oJficio 


Committee of Management The committee of 
IS the executive body of the society The composition or 
committee is as follows an ex officio Chairman, one person n 
minated by the Registrar Cooperative Societies, one 
the District Magistrate one nominated by the District Coopctati 
BanC and six ouict members elected b> the members 

The nominated members need not be shareholders and hoi 
office for 3 years Elected memb rs also hold office for m 
same period At the end of the first year 1/3 of tlie elected member 
and at the end of the second year another half of the remaining 
letuc by lots The reunog nj*mb-r$ arc eligible for re election 
All casual vacancies among the elected members ate filled up 
by the committee Itself If any elected member has ovctauesoi 
more than a year’s standing he ceases to be a member of th® 
committee tpsg Jaeta 

The meeting of the committee must be held at least once 
a year 

Besides other fuacuons ajmmon to a committee in an ordm 
aty credit socity, the committee in a land mortgage society 
apDoiQls a legal adviser It appoints two valuers to estimate the 
value of land and the net income from land The rates of interest 
on loans and deposits arc fixed by the committee 

Irrespective of the number of the shares held, only one vote ij 
excrased ‘C class members do nothavc any vote The nocunated 
memben in the committee have also, a tight of vote Proxies are 
permitted in the case of 'pttriah nas^tf lames 
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The Chairman exercises general control over tlic aflairs of the 
societ}', and can incur contingent expenditure upto Rs. 50/-. He 
has the power to start arbitration proceedings on the motion of any 
member of the committee and apply for the execution of any award. 

The Secretary is the chief executive officer of the society and 
is responsible for its proper working. 

Valuation of Land. The success of the society depends on 
the proper valuation of land to be mortgaged. Two persons arc 
appointed as valuers by the committee. The valuers must not be 
related to the applicant for loan and must not have any interest in 
the property to be valued. They have to determine the market 
value of land and its net income. A list of persons having interest 
in the land has, also, to be submitted and the specific interest of 
all the persons must be specified. 

A public notice is issued, inviting objections to advance of 
loans. Such objections must be submitted within the time notified. 

Custody of Securities. Mortgage deeds and all otlier securities 
owned by the society are kept in the joint custody of the Treasurer 
and the Secretary under double lock. 

Profits. Profits are calculated after excluding the overdues 
and the expenses of management. 

The first charge on the net profits is the contribution to the 
reserve fund. At least 25°/o of ffie profits must be so contributed. 

Out of the remainder a provision can be made for bad and 
doubtful debts. 

The next charge are dividends not exceeding 87„ on the shares 
of non-borrowing members. 

The dividend not exceeding 8°/o to be paid, next, on the 
share capital of the borrowing members. 

Not more than 107. be set apart for charitable purposes. 

If something is left over it can be utilised for creating other 
fimds, increasing the reserve or carrying it over to next year’s 
profits. 

All disputes between the members are decided by the committee 
of management and liquidation can take place only by the order of 
the Registrar. 

When the society is dissolved for some reason the reserve and 
other funds must first be used for discharging liabilities and 

15 CM 


ssssj-ssi*”"-*”""' ,, 

soactyin tHcncib stattca a’ 

iQ gcDCial ,naer? . Thtc< 


~s!;fl“-?a5r“25f?i='-'"-‘ 

moicsoatucs ^oth« ^o b« 

TcS, <>« Acjond 

p„^fiom'thc?oUowagtabte S' 

^ McrobcKbip rmlokbso 


Y«at 


Numbct of 
Soacue® 


'S'oi^S 
(io lakhs o£^> 


1931 - 32 

1932- 33 
193344 
1934-35 
193546 
193641 
193148 
193949 

1939- 40 

1940 - 41 

1941 - 42 
1942^3 

1943 - 44 

1944 - 45 


1 

1 

4 

6 

6 

5 

6 
6 
6 
6 
5 
5 


40 

10 

120 

219 

380 

456 

656 

633 

101 

115 

838 

869 

861 


12 
16 
23 
59 
98 
118 
148 
1-16 
191 
201 
214 
2 08 
2 07 
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The tablet given below shows the position of land mortgage 
banking in the other provinces of the country, in 1939-40. 


Province 

Madras 
Bombay 
C. P. 
Mysore 


Number of 
Banks 

119 

17 

21 

42 


Number of 
members 

55,675 

9,089 

6,874 

5,861 


Working capital 
(in lakhs of Rs.) 

238-9 

29-01 

13-74 

12-12 


The U. P., as can be seen, compares very unfavourably with 
these provinces and states. 

When the society was started at Saidpur in the Ghazipur 
district loans were given to the members having transferable rights 
in land. Loans up to 60% of the value of the property were 
advanced,' provided the title was dear. Long term loans, for not 
less than 5 years, at rates, not exceeding 7|7o, were accepted; 
and on loans given by the society 9% interest was charged. Loans 
were confined to redemption of mortgages and repayment of old 
debts. Loans were, however, refused to members of joint families 
having one or more members as minors. 

The society adopted a policy of caution from the very begin- 
ning so that tiie venture may not be a failure. 

Other societies, subsequently started, have followed the same 
policy as the pioneer society. 

Conditions in 1937-38 were favourable and the societies were 
able to secure funds at 4-|7o ^d, therefore, could reduce the rate 
of interest charged on the loans to 7|%. The societies, generally, 
advance loans for the repayment of old debts and redemption of old 
mortgages. Due to the uncertainty of the value of land, as a result 
of legislations passed by the-Congress Ministry, the societies - have 
been stringent in the matter of security for loans. 

The transactions of the societies, therefore, have been limited. 

The following figures* will show that great cate is exercised 
by the society in advancing loans. 


f Figures relate to 1939-40 — Yearbook and Directory of Indian Coopera- 
tion, 1942. 

* and t Figures based on the Annual Reports of Cooperative Societies in 

U.T. 
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818 

3,-748 

6,100 

33.640 

43,460 

66,661 

74,884 

84.450 

78.650 

70.241 


240 

528 

842 

1.241 

2,360 

3,485 

4.314 

5,701 

0,400 

0.073 

12,388 

13.004 

0,923 


1,245 

1,878 

3,412 

n.626 

22,9*^ 

20,132 

29,299 

30,119 

35,312 

40,099 

43,895 

40,420 

41.099 
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7o of Owned to Working 
Capital 

1932 

10-2 

1933 

11*8 

1934 

14-6 

1935 

19-4 

1936 

23-4 

of Owned to Working 
Capital 

1937 

22-2 

1938 

19-8 

1939 

17-4 

1940 

18-5 

1941 

19*9 

7o of Owned to Working 

1942 

20-5 

1943 

22*3 

1944 

20T 




Capital 

The collections have been very satisfactory throughout and 
the overdues negligible. In 1944 out of a total outstanding 
amounting to 1*69 lakhs the overdues were only *2 lakhs or 
11 '8%. In 1945 the percentage dropped down to 5. 

No society has so far worked at a loss except the Gorakhpur 
society in 1939 and 1940, the profits of the societies being as 
follows : 


1932 

1933 

1934 

1935 

1936 

1937 

1938 

Rs. 348 

393 

473 

1,349 

1,508 

2,993 

3,479 

1939 

1940 

1941 

1942 

1943 

1944 


Rs. 1,456 

5,941 

5,700 

5,082 

5,423 

5,516 



Upto 1935, the rate of dividend paid by the societies was 
87oJ since then the rate has varied between 6 and 67o, on an 
average. 

Causesof Slow Growth. Theland mortgage societies, however, 
have not been as popular as they were expected to be. Repayment 
of old debts and redemption of old mortgages, alone, have been 
undertaken by them. And, even, in this sphere very little has 
been done, so far. Permanent land improvements and acquisition 
of land in order to make the holdings economic have not been taken 
up by the societies. 

A number of causes are responsible for the stunted growth of 
the movement. 

{a) Many formalities have to be gone tlirough before a loan 
can be advanced by a land mortgage society. The title of the 
member to the land, proposed to be mortgaged, has to be enquired 
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clieap credit the number of land mortgage societies will increase, 
making it possible to start a central mortgage bank to pro^dde 
cheap long term finance. 

(/) In tlie U. P. another factor which has retarded the growth 
of the movement has been the absence of any Government help 
in the shape of a guarantee. In the other provinces, like ISIadras, 
cheap long terra credit has been possible through debentures backed 
by C^vemment guarantee. Notliing of this land is available in the 
IJ. P. For this, pardy, the absence of a central land mortgage 
institution has been responsible. 

(^) The societies are, also, not in a position to maintain 
proper staff for propaganda, land valuation and supervision. In 
Bombay and Madras, Government assistance for these purposes is 
available but, here, in the U. P., even this encouragment has not 
been forthcoming. 

How to Popularise the Movement. Now, that a Protincial 
Bank has been started in the U. P., the Government should offer 
a guarantee for the capital and interest on debentures which should 
be issued now by the Bank for land mortgage societies. This step 
is necessary to obtain cheap long term credit. Till such credit is 
available the land mortgage societies cannot be expected to prosper. 
Once it is available the number of societies will increase and so 
also their business. When the increase takes place the earliest 
steps. should be taken to bring into existence central land mort- 
gage banks. / 

Government assistance in propaganda, supervision and valua- 
tion of land is, also, necessary. Special staff should be deputed 
by the Cooperative Department for this purpose. 

Once cheap credit is available for long term it will be possible 
for the societies to reduce their rate of interest on loans advanced. 
Loans for longer periods will also become possible. 

Instalments, under these conditions, will become easier and 
the'" societies will be able to meet all the long term requirements of 
the members. The members will also find that the instalments are 
not beyond their paying capacity. If, then, the societies -reduce 
the delays in advancing loans to the members they are bound to 
become popular and the movement will expand. 

Inspite of these measures, however, a large portion of rural 
population will remain outside the land mortgage movement till 
transferable right in land are given to occupancy and statutory 
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CHAPTER IX 


AGRICULTURAL MARKETING 

Credit cooperation and cooperative purchase are valueless if 
marketing of agricultural produce remains unorganised. The 
margin of saving, an agriculturist has, depends as much on the 
price he is able to obtain for his produce as on the lower cost of 
production. 

The present position in the Province is that the cultivators do 
not get a square deal as sellers of their produce and, thus, are unable 
to get a fair share of the value of the produce. 


Handicaps in Marketing. There are a number of factors 
responsible for this unfortunate position. 

{d) The individual producer is a small unit as compared to 
the distributors of his produce who are well organised. The 
bargaining power of the producers, tlierefore, is small. Naturally, 
the prices are in favour of the distributors, 

{b) While marketing is the sole business of the distributors it is 
a subsidiary one of the ciddvators. The producers pay considerable 
attention to tire production of agricultural commodities and, 
generally, neglect the marketing side. The art of sale is not studied 
properly by the producers. 


(f) In the marketing of their produce, again, the cultivators, 
generally, are not free agents. They are, in most cases, indebted to 
the moneylenders who are also dealers in agricultural commodities. 
The loans are advanced on die condition that the produce will be 
sold to them or through them. If the produce is sold to the 
moneylenders the prices are dictated by them and are considerably 
lower than the market price. If, on the other hand, diere is an 
agreement to market it through them, considerable deductoins are 
made before the price is actually paid. 

{d) Even if the cultivators are free to market their produce, 
their economic position is so weak and there are so many demands 
on them, as soon as die produce has been gathered, that they have 
to sell in a glutted market. Since diey cannot wait for better 
prices, the supplies being in excess of the demand, a very low price 
is obtained b)’' them. 
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general fell in die prices of agricultural commodities, the cultivators 
were unable to pay back their dues to die sociedes. To reduce 
the overdues the sj^stem of realising them in grain and disposing 
it of was adopted. Any loss according to this scheme was to be 
shared in the following manner : 

(i) Societies working with owned capital were to bear the 
endre loss in respect of quantities supplied by tiieir members. 

(ii) 607o of loss was to be borne by sociedes working 
with 75% owned capital. 

(iii) 25% of die loss was to be borne by societies working 
with 50% owned capital. 

(iv) No loss was to be borne by societies working with less 
than 25% owned capital. 

The rest of the loss was to be borne by the bank. 

Commission agents were appointed at different centres to 
receive the members’ produce. The members were exempted from 
merchandising charges and obtained a premium over the market 
rate. The cultivators could bring produce not exceeding in value 
the total dues, to the society on these terms. Extra produce could 
also be brought for sale to the bank but die market rate was 
allowed on such quanddes. 

A committee was formed for each centre which looked after 
the day-to-day business. The agent kept the ditector-in-charge 
of the centre informed of the variation in prices from day-to-day 
and the sales were effected under his direcdons. 

The scheme worked successfully till 1936-36, but during the 
next three years heavy losses were suffered due to unsuitable 
storage. 

The scheme was discussed at the 21st sessions of the U. P. 
Cooperative Conference at Lucknow in 1937 and was recommended 
for adoption to the other banks. But it was given up in 1938-39. 
Henceforth, for die marketing of grain. Marketing Unions were 
started by the Cooperative Department. 

Marketing Unions. In 1938-39, the U. P. Government gave 
a grant of Rs. 17,000/- for the organisation of the Marketing 
Unions. In subsequent years the grant has been as follows : 

1939-40 1940-41 1941-42 1942-43 1943-44 

Rs, 18,000 100,000 73,000 54,000 36,000 
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The main commodities marketed have been wheat, grain, 
barlc}% pulses and oilseeds. 

The Unions have not made much progress in the Province due 
to uncectain market conditions, losses due to bad storage, competi- 
tion from the Arhatias and comparative inexperience in this line of 
business. Till lately the absence of a financing agency was also a 
serious handicap. 

Some of these difficulties have been removed. The Provincial 
Marketing Federation has come into existence to mobilise finances 
for the marketing unions and some experience has also been gained 
by them. 

Suggestions for strengthening Agricultural Marketing. For 
the success of the unions it is necessary that they should be affiliated 
to the Provincial Marketing Federation so that they may get the 
advantage of marketing intelligence and be able to secure die 
necessary funds. No marketing union should be established unless 
it is willing to affiliate itself to the Federation. 

Simple processing of the produce should immediately be 
taken up by the marketing unions. Processing will secure a better 
price for commodities and leave bye products which will bring an 
additional income to the cultivators. 

Apart from processing, another way to improve the produce is 
to grade the commodities. By separating the inferior produce from 
the superior, better prices can be obtained and sales by samples can 
be organised. 

Many losses can be avoided if the unions avoid storage till 
proper store rooms have been constructed. Their attempt should 
be toMispose of tlie produce in the shortest possible time. 

The village banks whose number has been increasing steadily 
should be persuaded to a'ffiliate tlieraselves to the unions as they 
are the best collecting centres for agricultural produce, specially, 
cereals and oilseeds. 

The Dehra Basmati Rice Producers’ Coopreative Marketing 
Society Ltd. Among the societies marketing cerecils special mention 
must be-made of the Dehra Basmati Rice Producers’ Cooperative 
Marketing Society Ltd. 

' The society was started in 1936 with the objects of providing 
facilities to the -members for producing the finest basmati rice and 
marketing the produce in such a manner as to safeguard the interests 
of the producers and the consumers alike. 
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Sale. For marketing rice the society has appointed agents in 
the important towns of the Province and at some places outside 
the Province as well. They guarantee sale of at least 25 mds. per 
month. The prices charged by them cannot exceed the prices 
f. o. r. Dehra Dun plus railway freight and other charges. A com- 
mission of 6®/o, on the minimum quantity, and 6^°/^on any sale 
in excess of that, is allowed by the society. Supplies to the 
agents are on a strictly cash basis, but if the agents deposit a cash 
security, upto that extent, credit can be granted. On such securities 
the society pays interest. 

Rice is also supplied by tlie society direct on orders. 

In Dehra Dun itself rice is sold through the Cooperative Arhat 
shop to which a 6|-7o commission is allowed. The shop pur- 
chases the rice outright and undertakes all the risks of marketing. 

A member’s account is finally made when all of his produce 
has been disposed of. After deducting the dues the balance is 
paid to the members. 

Marketing Charges. The society charges a commission of 
per cent on the quantity of rice estimated to be sold through 
the society. No other charges, c. g., storage charges, arc levied 
by the society. 

That the marketing charges of the society are very much 
lower than the charges made by the ordinary merchants is dear 
from the fact that while the former’s charges are only Rs. 3/2/-’' 
per cent the latter’s charges amount to Rs. 4/4/3* per cent. The 
commissions charged from the buyers are included in these figures. 

Prices Obtained. The prices are fixed by the sodety on the 
age and the grade of the rice. The prices obtained for the graded 
rice have been -/8/- more tlian the prices of ungraded rice of the 
same age and quality. 

Progress. The progress of the society is clear from the follow- 
ing table; 


Years 

1937 

1938 

1939 

1940 

1941 

Membership 

40 

41 

43 

63 

76 

Number of villages 
supplying 

5 

5 

6 

11 

14 


* Report on the Cooperative Marketing of Agiicultural Produce in India 
— pp 44. 
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CHAPTER X 


CANE SUPPLY SOCIETY AND CANE DEVELOPMENT 

Sugar Cane is the main pa 5 nng ctop of the U. P. But tlie 
problem has always been how to secure fair prices for the growers. 
The chief difficulties of the growers are in connection witli proper 
weighments, delays in settling accounts and forced charity contri- 
butions. To remove these difficulties cooperative sale was 
undertaken. 

The Cane Supply Societies consist of (a) societies that were 
organised by the Cooperative Department and (b) those that have 
been formed under the Cane Development Scheme. 

The objects and organisation of both tire types of societies are 
almost identical. The societies organised by the Cooperative 
Department pals' attention only to the marketing of cane for a 
long time and it is only recently that attention has been diverted to 
agricultural improvements. The other type from the very start 
has undertaken both marketing and improvement of cane. 

Societies under the Cooperative Department. The first society 
under tire Cooperative Department was started in 1928-29 at 
Gugli in the Gorakhpur District. It was a central society with 1 6 
other affiliated societies. The societies supplied cane to the mill 
in the district. The carts of the producers were kept waiting for a 
long time, however. The mill owners also preferred to buy 
direct from the growers in order to avoid commissions. 

A demand, therefore, soon arose to have their own mills. 
Since there was a lack of capital and .skilled management, it was not 
possible to do so, but it was proposed to have power crushers. 

The crushers proving unsatisfactory, it was decided in 1931-32 
to manufacture white sugar directly and open-pan factories were 
opened at Mohanlalganj (Lucknow), Gola (i^eri) and Rupaipur 
(Sultanpur). The existing crushers at Bhitauli and Newari were 
modified. 

The open-pan factories could not be a success and disappeared 
in 1934-35. 

A vaccum-pan factory with a share capital of Rs. 10 laklis 
was set up at Biswan (Sitapur). This was the first cooperative 

17 CKt 
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Primary Societies. The societies advanced money to cane 
growers, and sold improved seeds to the members on the security 
of their crops. It acted as an agent of the members for the sale of 
their produce. Some societies charged commissions and some did 
not do so but collected with the share instalments one seer extra per 
maund of the cane purchased. 

The market price was paid. The paid officials of the society 
fixed the dates of supply and organised delivery to tlie factory. 
There was one Supervisor to every 25 societies. One pice per 
maund was charged from the factory and the cost of supervision was 
met out of this commission. 

So far as the supply of cane was concerned, there was no 
difficulty but the purchase of cane by the factories had not been 
regular sometimes due to mechanical breakdowns and sometimes 
because the factory started late. 

Cane Development Scheme. Towards the end of 1935, a Cane 
Development Scheme was initiated by the Government with the 
help of the Government of India grant from the sugar excise funds. 

The aim of the scheme is to develop and improve the natural 
sugar cane zone round a factory, and to arrange that tliis cane is 
cooperatively sold to tliat factory. 

The Government offered to develop the cane in the home 
areas of tire factories which were willing to contribute Rs. 3,000/- 
a year towards the cost which was estimated at 9,000/- per factory 
area. The factor)’’ had to purchase the cane through a cooperative 
society and pay commissions on the supply. There was an alternative 
scheme, also, confined to development only, and in that case the 
contribution payable was Rs. 6,000/-. 

In 1936-1937 there were 23 zones of 2,000 acres eacli, under 
one Assistant Cane Development Officer, three Supervisors and nine 
Fieldmen. 

In 1938, the Government decided to develop the factory 
areas without any contribution from the factories, and since tlien a 
considerable expansion of the scheme has taken place. 

In tlie first year a very small area in each zone, usually 200 
acres, was put under new varieties of cane, with improved methods 
of cultivation, in order to demonstrate the utility of the methods 
on the fields of the cultivators themselves. It was expected that 
the whole zone will be under a better crop of cane in the third year. 
It was, also, hoped that the development of sugar cane in the 
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Funds. The funds of tiic society come from: (a) entrance fees, 
(b) shares, (e) loans, (//) deposits, (e) Reserve Fund and (/) 
commissions. 

An individual member has to pay an admission fee of at least 
-/I/-, mill member Re. 1/-/- and a society member -/8/-. 

Shares are of the value of Rs. 5, payable ' in 5 annual instal- 
ments. Individual members may nominate their heirs. The share 
money is returnable witlain a year of cessation of membership. 

Loans can, also, be obtained by the society either from the 
mill or other agencies. Loans are raised on rates and conditions 
determind by the Board of Directors, but the rate of interest is 
not to exceed 7 ^°/o . 

The Board may also take a deposit from the mill member, not 
exceeding Rs. 2,000/-, as a guarantee for prompt payment. 

One-fourth of the profits of the society has to be credited to a 
Reserve Fund which, in course of time, serves as working capital. 

The mill member has to pay i pice per maund for the supply 
of sugarcane made by the society or its members. 

Loans made by the Society. To an individual member loans 
for agricultural operations can be made, not more than Rs. 50/- per 
cultivated acre under sugarcane. In the case of a society the 
maximum loan that can be given is Rs. 50/- per cultivated acre 
under cane of tire members of that society. The amount can be 
raised to Rs. 100/- per acre with the sanction of the Cane Develop- 
ment Officer. It is expected that the loans will be repaid out of the 
price of the cane. The maximum rate chargable is 97o- 

Loans are advanced on the security of sugarcane and personal 
security of two other members. In the case of a society member, 
the security furnished by its individual members will be transferred 
to tire society. 

Liability. The liability of a mill member or an individual 
member is limited to Rs. 50/-, and of a society member Rs. 25/- 
for every member of that society. 

Other Features. The members of the society can dispose of 
their cane only in the manner and on the price approved by the 
Board Af Directors ; but 25°/, of the area can be crushed by the 
member for manufacturing gur. 
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Boatd of Directors. The Board of Directors is tlie executive 
body of the society and is composed of {a) 4 Directors, elected by 
the delegates, (b) 2 Directors, nominated by the mill, (r) 1 Director, 
nominated by the Controller of Cane Development and (jl) the Cane 
and Deputy Cane Development Officers, ex-officio. 

The Sub-divisionial Officer is tire Chairman, ex-officio. 

The Board for the day-to-day administration can form an 
executive committee of which at least one representative of the mill 
must be a member. It can exercise those powers which are 
delegated to it by the Board. The Assisant Cane Development 
Officer, in charge of the zone, is the Secretary. 

Profits. After crediting one-fourth of the profits to a Reseiwe 
Fund the remainder can be utilised for tlie following purposes: 

(/) for declaring dividends on fully paid up shares at a rate 
not exceeding 7 ] °j^, 

(it) for providing improved appliances, 

(/«) for better irrigation and transport facilities, 

(;>) for special emergencies funds, 

(p) for charity, or 

(tv) for any other object, with tlie approval of the Registrar. 
The Reserve fund is indivisible. 

(B) Cane Supply Societies. The objects of a primary Cane 
Supply Society are {a) to encourage cultivation of improved cane, to 
increase the area sown under it and to improve irrigational facilities, 
{b) to provide improved seed, (r) to teach to the members improved 
methods of cultivation, {d) to arrange sale of members’ produce 
and settle the rates, {e) to purchase crushers to be sold or hired 
out to the members, (/) to arrange sale of gut\ (g) to advance 
money on the mortgage of the members’ crops and (/J) in general, 
to develop cooperative spirit among the members. 

Membership. Membership is open to all persons of sound- 
mind and good character, above the age of 18, residing or 
cultivating sugar-cane or having landed property in tire area of 
operation. 

A member, on admission, must deckle that he will dispose of 
the cane according to the instructions of the society, failing which 
he will be liable to a fine of Rs. 50/-, and that he undertakes to 
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Committee. The committee consists of 5 members including 
the President and the Treasurer, Members have only one vote. 

The committee prepares seed indents, realises the price of seed 
in advance, arranges to supply tire seed, sees tliat members obtaining 
seed from the society use improved methods of cultivation, estimates 
the quantity of cane in the fields, recommends the amount of dadniy 
arranges for the advance of dadui, sees that members who have 
obtained dadn'i sell the sugarcane through the society, estimates the 
sugar-cane crop of the members, arranges tlie sale of standing crops 
if so desired, purchases agricultural implements required according 
to instructions, arranges punctual supply of cane in the stipulated 
quantity and sees that cane is delivered accordiiig to terms. 

The Secretary is the cliief officer of the society. 

Loans to Members. The society finds out the area sown 
and tlie approximate quantity of cane to be marketed through it. 
It estimates the dadrii required by the members according to the 
scale fixed, and arranges to distribute it to the members in two 
instalments based on the 1st and the 2nd estimates in June-July, 
September and October. 

The members have to execute pronotes and to execute a satta 
undertaking to sell a specified quantity of cane to tlie society or 
through it, with the condition that if the full quantity is not 
delivered according to the agreement a penalty of not more than 
-/I/- per maund will be charged. Every member is responsible 
to supply the quantity stipulated in the satta together with an 
excess 10% h, if necessary. 

The rate of interest is 12% per annum. 

The advance is deducted from the price of cane supplied 
through the society. 

Special Registers. The society has to maintain registers for 
estimated yield of cane crop and the dadni advances, the estimated 
yield of cane crop and means of transport, the sattas and the 
turns allotted for the supply of cane. 

Profits. The net profit is distributed as follows : (i) 25% to the 
Reserve Fund, (ii) payment of dividends not exceeding 10% of the 
paid up share capital, (iii) bonuses to members on the basis of tlie 
quantity and the quality of cane supplied, provided that the bonuses 
and dividends will not use up more than 1/2 the profits and (iv) 
creation of other funds. 
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provinces and production quotas for the different factories. These 
quotas were later converted into cane crushing quotas. 

Besides marketing of cane, the Cane Societies undertake deve- 
lopment work also. They have tried to improve cultivation by 
supplying improved seeds etc. and affect rural development. 

Seeds and manures are provided with the help of Government 
Ttihivi and funds borrowed from the central banks. A great deve- 
lopment in the area under improved seeds has occurred. The 
amounts of Tahavi loans advanced between 1940 and 1944 have 
been 2‘22 lakhs, ’97 lakhs, ’99 lakhs, *87 laklis,- and nil respectively. 

Other developmental activities of the Societies and Unions are 
supply of improved implements, improvement of cattle, improvement 
of irrigational facilities, marketing of otlier agricultural produce, 
improvement of cultivation and development of communications. 
Attention has also been paid to education and health of tlic people 
and cattle. 

How far these activities have progressed can be judged from 
the following table: 


' Year 1930-40 
Improved 
seeds supd. 

(lakhs of 

1940 

1941 

1942 

1943 

1944 

maunds) 35’39 

Manure 

32-19 

6-85 

37 07 

27-50 ' 

16-82 

(lakhs mds) 1*36 

2-02 

1-73 

M5 

-93 

•45 

Implements G,39S 

57,544 

135,264 

43,729 

27,666 

26,604 

Roads Rs. 25,000 970,8 miles 1,415 miles 1,397 miles Rs. 126,000 Rs. 219,886 

Wells con- 
structed 
and repair- 

cd 19 

Medicine 

2,133 

1,578 

742 

1,520* 

684 

chests 257 

758 

408 

410 

— 

1,129 


The societies have constructed temporary bridges and culverts, 
provided improved cattle and some lime libraries, also. Primary 
adult schools are maintained and financial assistance is given to 
educational institutions. 


“Figures are not complete. 

Due to dilSculties in getting materials a large amount in the Road 
Development Fund could not be utilised. 
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The soaciics Vi ere organised on the model of cane soacoes 
described already Members of the soaeties ■were draw n from » 
large area and the operation of a single soaety extended over ^ 
number of villages The soaeties constructed improved furnaces 
and improved the quality of gur produced 

Another new soael) uas started in 1940-41 bringing th® 
number of soaeties to 12 The soaeties were working m the 
districts of Benares, Ghaapur, hloradabad, Ballia, Caunpote, 
harrukhabad, Bareilly, Lucknow, Naim Tal and Meerut 
Cooperative Arhat shops known as 'Sabkan Gur 
Wcoiialf were opened in the usportant mandies in these districts 
to market gut 
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The gur development scheme was, however, withdrawn by 
the Government in 1941-42, and immediately the business of the 
societies declined. The societies have done very little work since 
then. ‘Grow more food campaign’ has been responsible for the 
reduction of area under cane and with the return of normal condi- 
tions in the sugar factories the growers of cane can dispose off all 
the produce to the factories. 

Now, that the war is over and the economic conditions must 
return to normal within a short time, the Department should be 
ready to organise ‘gur societies’ in die interior of the districts 
where cane is grown. In normal times, the total production of 
gur in die Province is considerable and instead of concentrating 
on only the factory areas it will be much more beneficial to the 
cultivators of the Province if attention is, also, paid to the oudying 
growers. 
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The Benares Society, even in 1916-17, sufTered from a shortage 
of milk supply and had to purchase milk from non-members, and 
the same fate was shared by tlie Lucknow Society. All efforts to 
improve the societies were of no avail and the Benares Society 
was closed in 1927 and the Lucknow Society in 1928. 

The movement failed because of several reasons, (a) The 
cost of transportation of milk was very high, (b) There were 
occasional surpluses, (c) Since the people did not realise the 
advantages of a pure milk supply sufficiently, they were not 
willing to pay a better price for die societies’ milk and hence the 
members were not always loyal to the Society, (d) In the type of 
organisation tried at Lucknow and Benares there were difficulties 
in obtaining suitable grazing grounds, (e) And many difiiculdes 
arose because of the fluctuations in the prices of fodder. 

From the description of the earlier attempts to organise milk 
supply on a cooperative basis it can be seen that two types of 
organisation were tried in the Province. 

In the first type, which is suitable for the professional milkmen, 
die society maintains the catde on the prenoises and arranges to house 
and feed them. It makes arrangements, also, for grazing grounds 
for the catde. 

The odier type is suitable for agriculturists who live in the 
vicinity of the town and, by disposing of the surplus milk, supple- 
ment their agricultural incomes. Feeding and housing of cattle 
are not the responsibility of the society. It only arranges to get 
the cattle milked under supervision and disposes of the supply. 
Both die types advance loans for die purchase of milch cattle. 

The societies which failed were of the first type. This clearly 
brings out the fact that the second type of organisadon was more 
suitable. The Katra Society would have proved a better success 
but for the dishonesty of the managers of the society. Since die 
management was placed under the charge of an official of the 
Cooperative Department the affairs of die society improved and the 
society managed to escape liquidation. 

The failure of the earlier societies has not been without a lesson. 
The societies that came into existence subsequentiy have been 
organised on the second model. In 1944, there were 3 central and 
22 primary milk societies in the U. P. With the exception of the 
Katra Dairy, Allahabad, die rest of the societies were organised after 
1937. 
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Pnmary Milk Socicly Obiccis TJc objects of A' f 
ate m to obtam mill; and diitf prodocc of the membets Md to 
amntc to sell them to the consomets (tt) to help the 
imptove the stock of cattle (t 0 to provide facilities for ho^ins 
and grazing of ihe caltic of membets and (n) in general to promote 
the interest of members 

T1 e area of operation of tnc soacty is within 5 miles of the 
hcadtjuarters of the society 

Anvbody who is otherwise rjuahSed to be a member of a 
credit $ocict> ptQ\idcd he lives mthm 5 miles and owns at least 
one miich caitic is eligible for membership Others who arc usclu 
may be elected honorary members with the appcov al of the Registrar 

One of the conditions of membership is that at least one share 
will be held 


Among other things membership ceases for failure to h« 
within 5 rancs and expulsion can ubc place for failure to supply 
pure produce ot wilfui failure to supply null, to the society Any 
m-mbet can wmhdriti after C week s oouce 


Funds The funds of the society come from shares loans 
resene fund and pto6ts 

The value of a share ts rT” */ The sum is pas able in a lamp 
sum ot if It IS not so paid 3 pics pet rupee ate deducted from the 
price of the milk supplied by the merobeis and ciedttcd to theif 
share account, 

Tnc society fiscs with the approval of the Registrar thema^ 
mum amount It will borrow dunng the year Onefootth of the 
profits ate credited to a reserve fund which together widi undistri 
buted profits can be used as wotting capital 

Ko member IS pcrciitted to have more than 200 shares Tlie 
total number of shares m a soacty is undetertiuncd 

No loan can be granted to the members from the funds of the 
soacty 


Administration ThcGcncralMectingis thesupreroeauthonty 
In addition to the usual functions of the general raecuogs it fixes 
also the maximum rate to be paid to the members for the r milk 
supply and the minimuiii rate at which it is to be retailed by the 
soacty 

The Cbmmmee of Marugemeoc is elected by the General 
Meeting It consists of 5 membets indudmg the Chairman- All 
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members exercise one vote each, no proxies being allowed. Ko 
member is permitted to vote in any matter in which he is directly 
involved. 

The committee fixes the price to be paid to the member and 
the price to be charged from the consumers. It issues instructions 
regarding tlie disposal of surplus stock, sees that the milch cattle 
are kept in sanitary conditions, seggregates diseased cattle or asks 
members to do so, makes arrangement for pasteurisation and 
sterilisation of milk and production of dairj’- products if necessar}^ 
purchases fodder and feeding stuff in bulk, stocks it and sells 
it for cash to members, if the members want it, hires or purchases 
grazing ground for the cattle of members and levies a rate to 
cover the cost, and acquires shares in the central bank on belialf 
of tiie society. The committee may also construct sheds and 
may require the members to keep and feed their cattle on tlie pre- 
mises. Arrangements may be made for the inspection of cattle, 
and the committee may require tiiat the cattle will be covered by 
the bulls kept for that purpose. 

The cheif executive officer of the society is the Manager 
appointed by the committee. An honorary or salaried Treasurer 
may, also, be appointed. In the absence of the Treasurer the work 
is assigned to the hlanager. 

The society maintains a record of milk testing, the daily yield 
of milk of each cow or she buffalo and keeps a ledger account of 
each milk supplier. 

Odier Features. Milking is carried out by the members at 
one place in the village under the supervision of the committee. 

The members in village societies have their own buckets 
which are boiled or washed,every afternoon witli potassium per- 
manganate solution before they are used. They are also 
instructed to wash their hands and udders of the animds with tlie 
same solution. 

The milk is then sent in locked cans to the society, to prevent 
adulteration. From there it is taken to the collecting centres 
where it is tested with a lactometer and boiled. The hot milk is 
then put in large cans and sealed for despatch to the union. 

Profits. The disposal of profits is as follows : 

(1) l/4th to the Reserve Fund, 

(2) bonus to members on the basis of the supply of milk and 
milk products, 

19 CM 
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Union has been working quite successfully. The Union purchases 
milch cattle of improved breed from the Punjab and supplies them 
to the members of the societies on credit. This amount is recovered 
from the sale proceeds of die milk every tenth day over a period 
of 3 years. For effecting improvements in the breed proper 
selection of an indigenous type will be more useful. 

The otiier milk unions at Allahabad and Benares have been 
worldng on the same lines as the Union at Lucknow and, in course 
of time, it is expected diat they will become as successful as the 
Lucknow Union. 

Objects of the Union. The objects'*' of the union are (/) to 
purchase improved cattle for the members, (//) to supply pedigree 
bulls, (///) to teach scientific methods of feeding, {tv) to purchase 
fodder etc. wholesale and distribute them, {v) to encourage production 
of fodder, (w) to lease pasture lands and arrange to maintain dry 
animals of the members of the sociedes on these lands, charging 
moderate fees for their upkeep, (yti) to collect and transport milk 
of the members and sell it, {viu) to test the milk, {ix) to guarantee 
purity of milk, {x) to organise consumers’ clubs, {xi) to open milk 
bars, {xii) to open depots for collection and sale of milk, {xni) to 
encourage members to establish dairy farms with modern plants 
for pasteurising milk and producing butter and other products, 
{xiv) to organise cattle and baby shows and {xv) to construct 
milking sheds. 

Membership. The membership comprises individuals and 
societies who undertake to supply milk or its by-products to the 
union. 

Any person who is desirous of delivering dry cattle for 
maintenance or milk for sale can become an associate member. 
The associate members have to pay the charges for maintenance of 
animals and, in addition. Re. 1/- annually. They have to pay a 
commission of 6J7o ^he sale proceeds of the milk arranged for sale 
by the union. The associate members have no right to vote and 
do not get any share of the profits. 

Administration. The General Meeting consists of all individual 
share-holders and one delegate appointed by each affiliated society. 

Board of Directors. The general meeting elects a Board of 
Directors of not more tlian 11 members. Five of these must be 


* According to By-laws 
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reptescntatives of cooperative soaeucs 

loaividurl sliMc hoUm anti two arc nominated by the 

One of the Registrar s nommee ts tcchracal and the other a untm 

Ctrl crpert The Board can coopt two persons interested in natty 

industry and milk trade 

After working for sometime the L«\.know Milk , 

evolved certam bussiness pnne pics which arc equally appEcani 


other unions also . 

A collecting centre, according to the espcticncc so 
select 16 to 20 villages having a regular supply of 1 J to 3 mau 
of milk A local secretary should be avaiUmc to keep the accou 
in the village and should be paid Rs 2 to 4 per maund or tpi 
supplied Village earners should be paid according to 
and the quantity of milk transported A collecting centre, 
should be able to have 2o to 30 maunds of milk pet day in 
cost of processing should be reduced as far as possible ^ 

A istnbutoi in the aqr should be able to deliver H “ 
maunds to the consumers Tlic cost of handling milk should oo 


be mote than Rs li' pet maund 

These principles are followed by the Lucknow Milk Union 
The overhead charges have b cn considerably reduced 

The business turn over of the milk societies m 1D45 was Rs 


6 72 lakhs 


The reason of success of the new milk sooetics lies ta the fact 
that people have now be{ un to appic late the advantages of a gow 
nulk supply and arc willing to pay a betret price for good mu^ 
Transport facilities have also impiov^ due to Govemcnent gWQ^ 
and the cost of transportation is not very high Apart from this 
probably the main factor responsible for the success of tlie move- 
ment has been the adoption of the type of otgarusation whidi is 
the most suitable for a very large numbcc of tnilk producers 
Milk supply societies can with advantage be extended to 
areas spcaaliy m the neighbourhood of the bigger towns of U 1 
Unless the means of transport are fairly rapid the sources of tnuk 
supply will have to be withm easy icach of the town so that tiulk 
teaches fresh to the town and can be delivered With quicker 
transport and cold stotage vans distance will not be a deterrent factor 
and the mote these facilities become available milk supply can be 
organised in a larger area Post wat development may usher these 
conditions in U P and the milk soaeties have a bright future 
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GHEE AND KHOYA SOCIETIES 

(A) Ghee Societies. Ghee is an important part of diet of the 
people of U. P. It is the chief medium of cooking and almost 
the only fat giving article consumed by the people. At tiie same 
time, ghee making is an important source of supplementary income 
to a very large portion of agriculturists. 

Marketing of ghee, however, has been almost entirely in the 
hands of middlemen. This system of marketing has given rise 
to two very serious defects. The ghee merchants adulterate the 
ghee with either vegetable products or some other cheap foreign fat, 
and it is almost next to impossible to get pure ghee in the market. 

The consumers, on the other hand, have to pay high prices 
for even this adulterated ghee. The producers, however, do not 
get the advantage of these prices. They generally get upto Rs. 26 
per maund less than the price the consumers have to pay. 

Thus, neither the producers nor the consumers get a fair 
treatment at the hands of the middlemen who have been growing 
fat at the expense of both. 

It was with the double object of ensuring supply of pure 
ghee and getting the highest possible price for the producers that 
Ghee Societies were organised on a cooperative basis. 

'ihe first attempt to organise a ghee society was made in 1913 
and a society came into existence at Chaubepur in the Benares 
district. Subsequently, societies were organised in tire districts of 
Allahabad, Agra and Aligarh. 

The following table* will show that Ghee Societies worked in 


very limited areas. 

Year 

1913 

1914 

1915 

1916 

1917 

Number of Societies 

1 

4 

3 

4 

3 

Year 

1918 

1919 

1920 

1921 

1922 

Number of Societies 

5 

6 

6 

5 

4 

Year 

1923 

1924 

1925 

1926 


Number of Societies 

4 

3 

3 

— 



* Based on Annual Reports of Cooperative Societies in the U. P. 
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Not more tlian one share can be held by a member and if, 
somehow, a second share is obtained the society may buy the share 
or cause the share to be sold to an approved person. * 

Shares can be transferred only to a person qualified to be a 
member and approvd by the committee. It can be returned, in 
case a member dies and the nominee is not admitted to the society, 
within 6 months and in other cases after 2 years. 

Deposits from members are not considerable and from non- 
members are subject to restrictions imposed by the Registrar. 
The maximum liability is fixed every year by the general meeting. 

Loans, if required, are generally forthcoming from the central 
bank. 

l/4th of the profits go to the Reserve Fund. 

Liability. The liability of the members for tlie debts of the 
society is limited to Rs. 60/-. 

Administration. The General Meeting of the society has the 
same functions as in credit societies. All members have only one 
vote. 

The Committee of Management consists of, at least, 5 members 
including the President and the Vice-President who should be 
above tlie age of 21. 

It decides the terms and the period for which loans can be 
given and the deposits received. The committee fixes the rate of 
commission, the rates at which ghee and other dairy produce are 
to be bought and sold, arranges tesdng, grading, cleaning, storage 
and sale, watches that milking animals are kept under good 
conditions and sees that loans are not misapplied. 

The Secretary, appointed by the committee, is the chief 
executive officer of the society. 

Loans. Loans are given to the members of tlie society for 
the purchase of milch cattle — not more than-Rs. 160/- for the 
purchase of a buffalo and Rs. 80/- for a cow. 

The member borrowing has to execute a bond and furnish 
a security. But a member of the committee can not be a security 
for anotlier. 

Loans must be used for the purpose for which tliey are taken. 
In the case of misapplication die loan must be recalled immediately. 
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It can, also, be recalled if xht finandal position of tbe member U 
foupd to dctciJoratc. 

The rate of interest on loans is 

N The fund of the society can also be used for building sbcd» 
and godo^’ns. 

Utilisation of Capital. At the discretion of ibe committee 
757o of the value of the produce can be advanced to the . 

bringing ghee to the society for sale and an interest of 1-i/. 
charged on it. 

Otlier Features. All the sales arc made for cash except to a 
Government Department. Members arc bound by all the inswct- 
ions of the comtuiitee regarding grading and the bulk of 
To create bulk, produce of non-members may, also, be pnraiaseu 
by the society The soaetj' diarges commission, some times, on 
sales as fixed by the general meeting. It may join in coopecatne 
sale with other cooperative societies. 

As soon as a mildi cattle of a member calves, the society entew 
mto a contract with him for a fixed quantity of ghee. Tlie contract 
money is paid in a lump sum. The member, on bis part, undcttak« 
to sell the ghee through the society. Ghee is weiged fottnighuF 
by the committee. Only unadulterated ghee is accepted. 
price paid is generally Rs. 8-10 Jess, than the market 
society sees, specially, to the proper weightneat of ghee. Under this 
system the union acts only as an agent of the primary sodetics for 
the marketing of ghee. This system prevails in the Agra cirue. 

In the Meerut circle, anoihet system obtains. There, the 
cooperative society conitacis with the members for the purchase or 
ghee at the prevailing market pnee in the village. Purchases arc, 
thus, made at different rates accoidisg to the fluctuations in prices. 
Advances arc made by the society on intetest, realizable on 
system. The rate of interest works at 18^/,. The sodety acts as 
an agent of the umon for the purchase of ghee. 

The second system seems to be a better one as it is more 
according to business principles and should be universally adopted 
subject to changes according to local conditions. 

Profits. Profits arc disposed of in the following raanoet: 

(j) l/4th to the Reserve Fund, (6) bonus according to the value 
of gbee supplied by the members, (r) dividend on fully paid up sbarw, 
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not exceeding 6|-%, provided not more than 507^ is used up in 
bonuses and dividends, (J) for increasing reserves and carrying over 
to next year's profits. 

After the dividends have been paid, 7|7o set apart for 

poor relief, education, medical relief or any other public utility. 

The reserve fund is indivisible and can be disposed of as in a 
credit society, after dissolution. 

The number of these societies has been steadily increasing since 
tlie first society was started in 1930. By the end of that year 6 
societies were working in Agra. The number has increased as 
follows in the subsequent years. 


Years 

No. of societies 

1931 

11 

1932 

19 

1933 

24 

1931 

30 

1935 

35 

Years 

No. of societies 

1936 

44 

1937 

153 

1938 

277 

1939 

392 

1940 

607 

Years 

No. of societies 

1911 

693 

1912 

700 

1913 

727 

1911 

792 

1915 

882 


With tlie registration of a Ghee Sale Union at Chaubon-ka- 
Pura in Agra and subsequent establishment of other unions at 
different centres of the Province the sale of ghee has become more 
organised. Even before any union was started tlie produce used 
to be disposed of in big markets, like Etawah, and retail sales 
were discouraged. This tendency has been accentuated by tlie 
unions. 

Government grant in 1936-37 enabled the Department to train 
supervisors for the Ghee societies and some of the unions pur- 
chased refractometers, also. The Provincial Marketing Board set 
up a ghee grading and testing station at Shikohabad. Since then, 
the ghee of the cooperative societies has acquired a reputation for 
purity and is in great demand in the market. The increase in the 
Government grant from Rs, 12,500 to 25,000 in 1939-40 stimulated 
the movement still further. 

The Union. A union has a long list of the objects. 

(1) It links the ghee societies affiliated to it with the central 
bank of the area. 

(2) It collects ghee from the ghee societies. 

(3) It tests the purity of the supply. 

20 CM 
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(4) It arranges temporary Storage of ghee 

(5) It dcanscs, grades, despatches and sells ghcc of i soa 

in the best markets , 

(G) It opens retail ghcc shops and appoints agents in t c g 
markets ^ 

("7) It teahscs the price and pays to the societies or the c 

bank 

(8) It improves the method of keeping milcli cattle 

(9) It arranges for espen medical adsicc for prevention o 

epidemics % e a r 

(10) It arranges to supply stud bulls and fodder and fee tag 
stuffs for the railch cattle 

(11) It develops ghee societies and opens new ones m it* 

and (12) improves cooperatne education among the affihat 
societies , 

Membership is open to all ghcc societies situated within « 


Dunes of AfTiUated Societies The affiliated societies a 
required to conform to all ihc by laws of the union and cart? ° 
all instructions issued by it, from time to time Any statements o 
reports requited by the union must be submitted The 
have to give all faahties of inspection to the persons deputca^ 
the union for tlus purpose and roust send delegates, uhen rcquitcu 

Rights of the Societies In return, the societies can 
supervision of thcit accounts and general roamgement 
also, have the right to get advice on any matter connected w ith the 
business of the society and general education in cooperation from 
the union 


Funds The funds of the Union arc derived from the follow 
ing sources 

(/j) Admission fees, (4) Contttbuuons (e) Comnaissions, (<0 
Reserve fund and (/) Reserve fond of any other society tiansfettea 
after dissolution 

Every member of the soaety has to pay an admission fee 
Rs 6/ The fee is not refondaMe and ts levied once for all 

Contributions are levied on the societies at a rate determined 
by the general meeting of the umou The soaetics contribute 
Rs 1/8 pet maund of the ghee cxmtracted to the union 
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A part of the capital also comes from commissions, if the 
union undertakes to work as an agent of tlie central bank for 
disbursing loans and receiving money from the societies. The terms 
are mutually settled and have to be approved by the Registrar. 

25^0 of the profits is credited to the Reserve fund. The Reserve 
fund or any society wliich is liquidated may also be transferred to 
the funds of the union, with the approval of the Registrar. 

• Liability. The liability of the members for the debts of the 
union is limited to Rs. 10/- 

Administration. The General Meeting consists of one 
nominated delegate from each of die alTiliated societies and 3 persons 
nominated by the central bank. Not more than 2 leading business- 
men of the loc.ality can, also, be coopted to the general body. 

Every member enjo 3 ^s one vote. The quorum consists of at 
least half of die representatives of the affiliated societies and at 
least one nominee of the central bank. 

The General Meeting should be held at least twice a year, in 
August and Februar 3 ^ It is, also, held if either die executive 
committee of the central bank, the Registrar, or three members 
representing societies demand it. 

The General Meeting draws up regulations wliich the affiliated 
societies have to follow. It has to elect the Committee of Manage- 
ment and the Chairman of die union for a year. 

The Committee of J^Ianagement is composed of 5 members, 
3 elected by the representatives of the societies, one nominated by 
the central bank and one coopted from among the officials of 
the Cooperative Department. The committee elects its own 
Chairman. 

The Committee is authorised to do its utmost to achieve the 
objects of the unions. In particular, it inquires into all appli- 
cations for loans, reports on them to the central bank and disburses 
the sanctioned loans as an agent of die bank. It endorses the 
pronotes executed by die society in favour of the central bank 
and sees that the instructions of the Registrar and the regulations 
laid down by die union axe followed strictly. It tenders its advice 
on die normal credit of the societies. 

The Chairman may be authorised to exercise die powers of 
die Committee in emergencies subject to the approval of the 
Committee subsequently. 
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Year 


Amount of Ghee 
IQo of Unions sold 


1036 37 

1937 3S 

1938 39 
1939^0 

1940- tl 

1941- 42 

1942- 43 

1943- 44 


9 

9 


1,981 mds 
4,305 „ 

4,870 „ 

0,367 1 ,. 
4.000 1 „ 
5 889 ,. 

0,103 n 
2,545 „ 


Profits 

Ks 

18,470 
20,000 
28,565 
50,361 
9,000 
43 080 
136 OSO 
51,027 
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The figures show a drop in tlie quantity of ghee handled by 
the societies and unions. This was due to the abnormal rise in 
the prices of ghee which made tlie producers sell their ghee to 
outsiders. But it is only a temporary set back. 

(B) Khoya Society. During 1939-40 a new schemcj of 
converting milk of the members into khoya and selling the 
product, was started at Rampur-Garhwan in tlie Unao district. During 
that year, 18 societies were working covering 32 villages. The 
societies set up 12 centres for converting milk into klioya. The 
members brought their milk to these centres where khoya was 
produced. 3,628 mds. of milk was converted into 907 mds. of 
klioya and the net profit of the societies was Rs. 383/8/-. The societies 
supplied to the members more than 100 heads of improved cattle. 

The next year, the scheme was extended to Sandila (Hardoi) 
under the Sandila Marketing Union. The number of khoya pro- 
ducing centres rose from 12 to 30. The Unao societies increased 
die centres from 12 to 18, covering 40 villages; and 12 new centres 
came into existence under the Sandila societies. The total amount 
of klioya produced by die societies was 1967 mds. and the societies 
earned a profit of Rs. 1,820. 

The khoya produced by the societies is sold at Lucknow and 
Cawnpore. An experiment was made to sell the khoya in the 
Calcutta market in order to secure better prices, but it did not 
succeed. The best markets for sale of khoya in Calcutta are from 
August to November when the markets are dull in Lucknow and 
Cawnpore. The distance, however, makes marketing difficult. 
Klioya keeps good for only 36 hours and then begins to deteriorate. 
It is difficult to ensure, therefore, that khoya reaches Calcutta in 
good condition. 

In the subsequent years khoya societies have worked only in the 
same districts and the scheme has not been extended to other 
districts. Selling of khoya at Calcutta has been discontinued due to 
transport difficulties but Dehra Dun has become a customer of tlie 
societies as khoya teaches Dehra Dun within 24 hours, and is quite 
fresh. 

Paid servants bring the khoya to Lucknow and Cawnpore 
markets and sell it there. 

Constitution and Working of Khoya Societies. The objects 
of khoya societies are (i) to arrange to purchase milch cattle of 
good breed, (ii) to arrange to purchase fodder etc. and to lend 
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funds at low tales on the stcunty of cattle, and to 

■he pr.ee of kbo>a sold thtouRji tlKjocety, B'S 

erooods, (iv) to ensure that mdk of dtscased cattle is not 

mto khoja and that such cattle ate seggicgitetl, (t) to F'a'um 

non members’ UlO) a, if necessary, (vi) to atmogc to ^ , 

bulls for btcedint; purposes, (rn) to open 

manufactutt, of l-hoya and (viu) to arrange sale of Lno) a on 

mission basis or othcrw i<e 


Mcmbetship Thctc ate 3 classes of mcaibcts in a khoyi 
sale society — (A) Borrowing members who borrow foe the poren 
of milch cattle and fodder etc (B) niosc svho sell khoya to 
societies (C) Those who bung liioya to the soactics to be so 
on a commission basis 

Membership terminates, among other dungs, if a member 
temims without a milch cattle for 3 years 


Funds Funds of the society come from (a) shares, (^) 
bcrshipfecs, (r) loins, (d) dcpo»its. («) Governm*nt grants, {J} 
donauons, (|) resets c and other funds and (6) profits 

Esecy ‘C class member lias to pav a fee of -/8/* annually 
This fee is not charged from A’ or ‘B’ dass raembera 

*A' and ‘B’ class mcrob*r> inse to hold at least one share m 
the soacty and as many more as dciermincd b> the society on the 
basis of iheir 'haisnyai' 

The value of shares for ‘A’ class members ts Rs 20/ The 
amount is payable m instalments of Re 1/ per crop 

The value of shares held by *B’ cla^s msmbera is Rs 5/ , pa> ^tble 
in instalments of fif per crop The instalments arc dcduaablc 
from die price of khoya 

No mcoibet is permitted to hold more than 1/5 th of the shares 
or shares of the value of more than Rs 1000/ 

Contributions may be demanded by the society on speaal 
occasions 


l-iabthty The liability of ‘A’ cUss members is limited to 
Rs 60/ and that of ‘B* dass memben, to die nominal value of the 
share held 


Loans Made by Societies *A' dass members cm borrow’ for 
the purchase of cattle and fodder and to meet the expenses m the 
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case of sicloiess of cattle. Such loans bear interest at a rate not 
exceeding 12”/^, and are repayable by monthly instalments within 
3 5 '’ears. In special cases loans can be given for a period of 
6 years also. 

Administration. The General Meeting is the highest authority. 

It elects a Committee of Management for carrying out the ad- 
ministration of the society. In die Committee of Management there 
has to be a representative of each ^gool\ In addition, 3 members 
are coopted, one representative of the central bank concerned, the 
Circle Inspector and a person interested in the movement. 

The Committee of Afanagement is charged with the duty of 
doing all it can to achieve the objects of the society. 

The Supervisor is the Secretary of the society. 

Business Rules. The Committee carries out a census of all 
the milch cattle in June, and determines the yield of the different 
cattle. It finds out which cattle are uneconomical, advises the 
members accordingly and arranges to purchase good cattle for the 
members. 

The Committee keeps a good stud bull to improve the breed 
and fixes die covering charges. Members contribute -/4/- to Re. 1/- . 
pet cattle, per year, for the maintenance of the bull. Fee for non- 
members is Re. 1/-. The bull is changed every 3 years. 

The Committee ascertains, also, the number and type of cattle 
the members require and finds out how far the members will be 
able to invest and to what extent capital will have_ to be arranged 
for. 

Whenever a loan is advanced for the purchase of catde die 
cattle have to be mortgaged to the society. Even when such 
loans have been paid off and the member is permitted to sell his 
cattle, 1/4 of die price has to be kept as a deposit towards future 
purchases. 

Contracts for the supply of Idioya are made at die market 
rates. 

Alilking centres are provided and so all ‘gools’ where the 
klioya is manufactured. 

The society forces members to raise fodder crops. 

Profits. 25 °/o of the net profits at least is credited to a Reserve 
Fund which is indivisible. A dividend, not exceeding 107o> can 
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CHAPTER Xiri 


COTTON PRODUCTION AND SALE SOCIETIES 

Besides sugar cane, cotton is anotlier cash crop in some of the 
districts of U. P. The demand for cotton has increased considerably 
during the last two decades from the cotton mills of the country. 
Inspite of the increased demand, however, the growers have not 
benefitted to any considerable extent. It has been due, mainly, to 
the fact that the marketing of cotton is almost exclusively in the 
hands of the middlemen. 

The growers suffer from tlie usual handicaps. Quite often 
before the produce is ready for sale, the growers, being indebted 
to the* dealers, pledge to market tlieir produce through them and 
are, thus, prevented from getting the market price. Even if they 
are free to market the produce tliemselves, they are subjected to 
many unauthorised deductions and are cheated in weighments and 
price fixation. Once the produce is brought to the market there 
IS no option but to sell it the same day in the absence of any storage 
facilities. 

There is a further difficulty also. The cotton grown is 
generally short staple cotton for which there is not much demand. 
The Agriculture Department has been trying to popularise new 
varieties of cotton. Cotton No. ‘C 402’ of long staple was introduced 
in the Hardoi district being in great demand by .the mills. ‘The 
cultivators being ignorant mixed it with ordinary cotton produce 
and did not get its full value’*. 

It is to improve the quality of cotton and to secure the best 
possible price for the growers that cotton production and sale 
societies are necessary. , 

A few societies have been organised in the U. P. 

Objects. According to the U. P. By-laws the society covers 
a district, a tahsil or a ■^age. 

The objects of the cotton production and sale societies are 
two-fold — ^improving the production, and organising sale. 


•’*Speech by Dr. S. B. Singh at the Cooperative Conference, 1935. 
21 CM 
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Unions at Hapur, Sikandrabad, Hathras, Kasganj, Muttra and 
Kosi had, also, taken up cotton production' and sale. They 
distributed 3,000 mds. of seed and purchased 12,426 mds. of 
cotton. A deferred payment scheme is in operation according 
to which people joining the scheme get better prices for cotton. 

Cotton sale societies have been a special contribution of 
Bombay to the cooperative movement in India. 

The societies charge for ginning and baling and sell superior 
cotton by auction on the premises and inferior cotton by private 
arrangements. They arrange for funds, to be advanced to members 
pending the sale of their cotton, from the central Banks. 

In 1938-39 there were 34 cotton sale societies in Bombay. 
They marketed 6 56 lakh maunds of cotton and realized Rs. 3S'72 
lakhs. 


Defects and suggestions. Where cotton production and 
sale societies have failed to work satisfactorily it has been mainly 
due to four reasons. Firstly, cotton being an agricultural crop, 
it is subject to vagaries of rainfall and seasons. Secondly, pro- 
duction of the right type of cotton has not been kept pure by 
the members of. cotton societies. A third ‘factor is the disloyalty 
of the members who sell their produce outside the society. But, 
probably, the most important cause is that the society bears the 
entire risk involved in the marketing of cotton. The society 
purchases the produce outright and pays a price to the growers 
which is better than the market price. Cleaning, ginning and 
pressing take some time, and, in the meantime if the prices fall 
the entire loss has to be borne by the society. The producers 
do not share the loss except in as much as they do not get a 
bonus. 

So far as the dependence of the crop on rainfall is concerned, 
although damage from excessive rains cannot be avoided, harm 
done by scanty rains can certainly be minimised. What is needed 
is proper irrigation facilities. The societies would do well to 
provide facilities to the members for the construction and repairs 
of wells in the areas where improved cotton is grown. 

As regards the maintenance of the purity of the produce, the 
societies should enforce their by-laws more rigorously. The 
management of the society should see to it that inferior cotton 
is not mixed with improved cotton and the improved variety is 
sown separately. It should be constantly impressed -on the 
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CUAPTliR XIV 


INDUSTRIAL SOCIE'HES 

India, in the past, was a cradle of cottage industries The 
U. P., among the provinces of India, occupied a place of pride 
on account of the fine products of its cottage industries. The 
Benares silk and the Lucknow chikan were not only famous all 
over India, they were well-known in foreign countries also. 

With the loss of patronage, due to the disappearance of the 
Native Courts and competition from the cheap machine made 
goods of the west, the Lidustries in the Province were hard hit 
and began to decline. 

hlany cottage industries have, however, manged to survive 
and still offer employment to millions of people. But the con- 
dition of the people engaged in cottage industries has been steadily 
deterioarating and cottage workers can now, with great difficulty, 
only eke out a bare living. 

In view of the facts that cottage industries in the Province 
are a source of supplementary income to a large number of 
agriculturists and their disappearance will mean an extra pressure 
on land which has already to support too many people, the rehabi- 
litadon of the cottage industries is a pressing problem. 

It is quite true that every industry has its own problems which 
are different from the problems of otlier industries. But there are 
certain problems which are common to all of tliem. 

Difficulties of the cottage workers. The main difficulties 
of the cottage industrialists ate in matters of finance, raw materials, 
improved tools, and the marketing of finished goods. There is, 
also, a lack of proper patterns and designs and organisation for 
instructions in the same. 

‘Conservatism, unreliability, obstinacy, suspicion, and illiteracy 
of the cottage worker,^ have stood in the way of a successful 
solution of many of these difficulties. 

There is no suitable agency for providing finance to die 
cottage workers. In the absence of such an agency they have, 

^ A paper by Mr. J. R. Srivastava on Coop. Dev. of cottage Industries-' 
in the U. P. — ^Bombay Coop Quarterly June-Sept. 1935. 
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Eatly attempts. In U. P., a few years after cooperation was 
officially recognised, weavers’ societies were established, and a 
silk weavers’ association was organised at Benares. The object 
of the association was the sale of finished products. In 1908-09 
in Benares societies were organised for shoe-makers, tanners, 
cabinet-makers and brass-workers. The next year a cooperative 
yarn store was opened at Sandila and another at Tanda. 1913 
saw the establishment of a carpenters’ workshop at Bareilly. The 
durrie and pugree makers at Agra, also, subsequently started a 
store and credit societies. In 1928 a federation of w eavers’ societies 
came into existence at Barabanki to supply raw materials and 
arrange for the sale of finished products. Many open-pan factories 
and a closed-pan factory at Biswan were tried and a few Rab and 
Gur-making societies were also established, and the blanket 
weavers of Najibabad, and the glass workers of Nagina were 
organised into a production and sale society. 

Most of the earlier attempts to organise the cottage workeis* 
however, met with failures. The Silk weavers’ association 
came to a premature end due to fraud, mismanagement, party 
factions and favouritism. The Weavers’ Bank at Sandila had to be 
closed down due to trade depression and embezzlement, and a 
reorganisation had to be undertaken. The open-pan factories 
and the closed-pan factory at Biswan all disappeared and the Rab 
and Gut Societies met with no better fate. 

The societies which managed to escape extinction were those 
whose main business was confined to credit. Supply of raw 
materials and tools and sale of finished goods were indifferent 
even where they were undertaken. 

(A) Weavers’ Central Stores. The only industrial stores 
which have been able to do some work have been the Weavers’ 
Stores. The chief centres of their activity have been Benares, 
Sandila, Tanda (Fyzabad) Barabanki, Basti, Gorakhpur, Etawah 
and Azamgarh districts. In these districts there are central, and 
primary stores for the weavers and Weavers’ Societies. Even 
the weavers’ stores did not have a smooth sailing throughout 
their existence. The stores have been seriously affected by the 
trade conditions. For example, during peiiods of depression many 
a store has been on the verge of collapse. Similarly, internal 
dissensions have, some times, been responsible for heavy losses. 
It is only with tactful handling and outside assistance that 
the stores have frequently been pulled out of an awkward situation. 
Occasional orders from Government, Government subsidies and 

22 CM 
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can pay it in 40 monthly instalments of -I'lj-. The authorised 
number of individual shares is generally 1000. 

The number of society shares can be varied according to the 
requirements. No addition to individual' shares is permissible 
without a resolution of the general meeting and the approval of 
the Registrar. ' 

An individual share can be transferred to others, except the 
.theirs, only with the permission of the Board of Directors. Loans 
and deposits can be raised by the society within the mini- 
mum liability for the year fixed by the general meeting with the 
approval of the Registrar 

At least 25% of the net profits is credited to the Reserve 
Fund, every year, and, in course of time, the Reserve Fund 
becomes a good source of working capital in tight periods. 

Liability; -The liability of both the types of share-holders 
is limited to the nominal value of the shares held. 

Loans from the store: Loans can be given by the store fo 
the society members only. Non-affiliated societies may, also," be 
advanced loans, with the permission of the Registrar. 

The maximum amount which can be lent is 5 times the 
nominal value of the shares held If a loan is advanced for 
specific purposes the dates of repayment ate fixed at the time 
of grant with reference to the object and the .tbility to repay. 
If a loans is given to a society for mortgaging the products of a 
member the period of loan is not to exceed 3 months and the 
mortgaged goods must be hypothecated to the central society. ^ 
In case of a default, the central society has the right to put the 
goods to sale and recover the amount. 

Loans have to be paid punctually, but the Board has the 
power to grant extension for sufficient reasons. 

The maximum rate of interest chargeable is 127o* A pendl 
interest, not exceeding 6°/o> naay be charged, 'in addition, on over- 
due loans. 

Management: The general meeting consists of all indivi- 
dual share-holders and delegates from the member societies. The 
Annual General IMeeting elects the directors and determines the 
disposal of profits. 



172 COOPERATIVE MOVC-MCNT IN U P 

Doari of Directois Tho Board of Directors consists of 10 
directors Six of them art elected b> the socieocs ddcgales anu 
four by the individual shareholders The Board elects one ot 
them as the Managing Director who is l!ie ex officio chairman 
of the store 

The directors are elected for 2 years, half of them retiring 
each \ear by lot 

The Board appoints a legal advisee of the Soaety, fisK the 
maximum credit of each society member annually, raises 
and hses the conditions on % Inch deposits and loans arc to b- 
taken It arranges to sio«.k and supply yam and other weaving 
matenah makes atiangcmcms for dyeing places orders for nevv 
patterns and arranges salt of members cloth 

It has the poaet ti appoint committees to look after diffcieo* 
branches of work and to appoint Assistant Managers 

Managing Ditector Tlie managing director ts the Qiicf 
executive othcer and is chatged with the duty of ftecjucQtJv 
inspecting affiliated societies and reporting on them Any depot 
or factory maintained by the society n directly under his control 
He reccues and disburses money of the store according to 
regulations 

Profits The net profits are distributed m the following 
manner 

{a) l/4th to the reserve fund, {i') a dividend, not cxcecdin 
71%, on pud op share capital in respect of both the types of 
shares (<•) bonus to society racnibets and individual members 
on the yarn purchased from the store Tlie fate of bonus uiH b** 

' fixed by the general meeting 'Hie bonus to yam dealers u iH 
not exceed 3/4th of the bonus to other members, {d) bonus on the 
basis of cloth purchases from thenjembets of affili ited societies 
and individual members, (e) not mote than 10% to some 
charitable purpose approved by the Registrar and (/) creation of 
diher funds or str«igthemng the tesenc fund 

‘B’ Weavers, Societies To the stores described above are 
ailihatcd il c primary ueaves r societtes 

Constitution and working of Primary Weavers' Societies 
Tile obierts of a m ea\ es’r societi ate (i) to arrange to supply ta" 
materials improved tools and machinery to the members, (n) 
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to discourage production of bad goods and to get standard goods 
produced under its supervisionj (iii) to supervise the production 
of goods, to test it and to issue instructions, (iv) to arrange to sell 
die products of the members and to open a depot for sale or to 
arrange, supply of raw materials and sales of members’ goods 
through a Central Weavers’ Society, (v) to advance not more than 
60% of the value of products deposited with the society, (vi) to 
undertake sale of members’ goods on a commission basis, (vii) 
to experiment with new patterns and designs and (viii) in general 
to teach business honesty and encourage thrift and cooperation 
among the members. 

The area of operation of the society is limited to a mohalla or 
a village. 

Membership is open to all persons of good character, above 
the age of 18, living within the area of operation or carrying on 
business therein. 

Funds; The sources of funds are the same as in a store. 

An admission fee of -/4/- has to be paid by every member on 
admission. 

The value of shares is Rs. 10/=. It is payable in monthly 
instalments of -/4/-. In the case of default, the instalment is 
deducted from the price of the goods supplied by the members. 

Loans and deposits are raised within the maximum limit fixed 
by the general meeting cvecy year. 

The reserve is built up out of the profits. 25% of the profits 
is credited every year to the reserve fund. 

Liability: The liability of a member is limited to Rs. 25/- 

Business methods: Financial assistance is given in the 
purchase of yarn and other raw materials by the society. 

Raw materials and yarn are supplied to the cottage workers 
on condition that the price will be repaid out of the sale proceeds 
within a stated period. The society may deduct the amount 
from the price of the members’ goods. Alembers who dispose 
of their products direct are not entitled to get their raw materials 
till the price of a previous supply has been fully paid. The raw 
materials are sold to the members for cash only on such prices 
as are fixed by the general meeting. , 

If the funds permit, a bonus on the basis of purchase of yarn 
is given at the end of the year. 
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but later on it increased in leaps and bounds. Weavers in the 
Province felt gre.it difiiculty in procuring yarn and dyes and hence 
tiic time was ripe for pushing sale and purchase organisation 
among them. War orders were another factor responsible for 
this development. 

Weavers’ societies which numbered only 13 in 1933-34 in- 
crc.ased to 37 in 1939-40, 53 in 1940-41, 57 in 1941-42, 68 in 
1942-43 and 87 in 1943-44. 

The central societies for weavers also 'showed an increase. 
There was only 1 such society in 1934-35, but the figures for 
193940, 1940-41, 1941-42, 1942-43 and 1943-44 were 8, 8, 8, 12 
and 12 respectively. 

The we.avers’ societies have dane very brisk business during 
the war period. Tiie textile stores and societies had a working 
c.ipital of Rs. G'o lakhs of which '81 lakhs w.is owned capital in 
1194243. The sales and purchases made amounted to Rs. 2'38 
akhs and Rs. 444 lakhs respectively. They earned a profit of 
Rs. 31,646/-. In 194344 the owned capital had increased to 
Rs. 1 49 lakhs and the sales to Rs. 347 lakhs. A net profit of 
Rs. 15,000/- was made. 

Other industrial societies did not show the same increase 
altliough their number also went up. In 194243 the number of 
such societies was only 16 but the next year it increased to 22. 
Even these societies did not work well. 

The success of the industrial societies is due to many reasons. 
War curtailed the normal supplies of many commodities and created 
a demand for the products of cottage industries, competition 
ceased to operate and rationing and controls further created a 
favourable situation for the industrial cooperatives. These advan- 
tages are of a temporary nature and must disappear tsooner or 
later now that the hq^tilides have ceased. The future of the cottage 
industries will now depend on their ability to adapt themselves 
to peace conditions. 

With the establishment of the Provincial Industrial Federation 
an oeganisadon has come into e.xistence which can look after the 
marketing of finished products, supply of raw materials and improv- 
ed tools, and improvement in technique. Whether the industria 
societies gain strength or collapse depends on how the industrial 
Federadon can reorganise itself to undertake these onerous respon-1 
sibilides. The industrial sodedes should, therefore, spare no 
efforts to support the Federadon. It will be a pity if for want of 
loyalty the Federation fails and the sodedes cannot retain some 
of the advantages they obtained during the war period. 
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came into existence in Sultanput district. A few years later an 
agricultural supply society, with the object of supplying seed and 
implements, was organised in Mainpuri, Subsequently a few 
more societies at Hardoi, Roorkee and other places came into 
existence. 

These societies worked well for a few years but soon the 
enthusiasm wore off and they began to languish. 

Constitution and Working. The objects of an agricultural 
supply society are to provide good seed, improved implements and 
useful manure, at moderate rates, for its members in order to 
encourage improvement in the methods and products of agri- 
culture. In general, the object of the society is to encourage such 
improvements in the entire district. 

The area of operation of die society is a district. 

Membership consists of two classes : (a) individuals and (^) 
registered cooperadve societies. Any individual above the age 
of 18, of sound mind and good character, owning or cultivating 
land in the district, and any registered society in the district is 
eligible for membership. 

Funds '. The funds of the society are derived from (a) shares 
(l>) deposits (f) loans and (</) Reserve Fund. 

The authorised number of individuil shares is 2000 but the 
society shares are unlimited. The value of a share in both the 
cases is Rs. 10/-. 

Every member is required to have at least one share and as 
many more as may be allotted. 

The share money is payable by instalments — Rs. 2/- on admis- 
sion, Rs. 2/- first Kharif, Rs. 2/- first Rabi, Rs. 2/- second Kharif 
and Rs. 2/- second Rabi. 

Individual shares are not transferable, except to heirs, witliout 
the permission of the managing committee. Society shares are 
neitlier withdrawable nor transferable except according to rules. 

Deposits and loans can be raised by the society within 
the maximum liability fixed for the year by the General Meeting. 
The limit does not, however, exceed 8 times paid-up share capital 
and Reserve Fund. Deposits can be accepted from all members 
and such non-members as are approved by the committee. Being 
a limited liability society, 25% of the profits is credited to a 

23 CM 
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Next to cred t th most tmporiaat requ rements of the 
lunstarc Rood seed good manure an3 improved implctncnts 
things arc nccessarj to lacrcasc the yield from land and 
improve the ccotiomic position of the cumtators 
purchase of d e above mentioned agcicultuta! requisites tnc 
vatois suffer ftam \anous handicaps 

About 7 u“q of the culmaiors ha\c to borrow even the s ^ 
they require The general practice in the Province ts . 

from the Burbot the landlord at a verj high rate of inter 
payable in kind after ihe harvest The seed supply is 
indifferent quality 

In die case of manure which is absolutely 
agnculturai operations if the quality and the quantity of the 
ts to be roauitamed the posiuon ts no better Farmyard niaiiu 
isbuthtde used as most of the dung is coos erted into ^ i, 
major potuon of the ordinary crop is but little manur^ 
crops cannot thrive without being manured properly The 
vators ate mlling to purchase good manure for such crops 
I owevec large quantities have to be purchased and stockw lo 
somet me before use the bus ness has fallen into the hands o 
middlemen nho charge high prices foe an indifferent quality 

D fticidtics ate siTDiiirly eap^xienced m securing implements 
Tne size of holdings m most caves is vo small that an improve 
implement cannot be fully utilised and where u is possible to do so 
toatrangc fonts supply is beyond the capacity of mamdual farmers 


Due to these causes the need for agricultural supply societies 
has always been felt 

Tne Agricultural D panmem which ts pnmortly concerned 
with the development of agriculture m die Province has been 
trying to popularise the use of improved iniplemcots and seeds 
and has been plaang a stock of these things m the central banks 
for sale to the members of cooperative societies The central 
banks lave howcicr b en concerned with their own business 
and have not been able to organise agricultural supply 

As early as 1005 the possibility of sttt ng up a cooperative 
vupply organisation was explored arc about a dozen seed societies 
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came into existence in Sultanpur district. A few years later an 
agricultural supply society, with the object of supplying seed and 
implements, was organised in Mainpuri. Subsequently a few 
mote societies at Hardoi, Roorkee and other places came into 
existence. 

These societies worked well for a few years but soon the 
enthusiasm wore off and they began to languish. 

Constitution and Working. The objects of an agricultural 
supply society are to provide good seed, improved implements and 
useful manure, at moderate rates, for its members in order to 
encourage improvement in the methods and products of agri- 
culture. In general, the object of the society is to encourage such 
improvements in the entire district. 

The area of operation of the society is a district. 

Membership consists of two classes : {a) individuals and (fj) 
registered cooperative societies. Any individual above the age 
of 18, of sound mind and good character, owning or cultivating 
land in the district, and any registered society in tlie district is 
eligible for membership. 

Funds : The funds of the society are derived from {a) shares 
(b) deposits (r) loans and (d) Reserve Fund, 

The authorised number of individual shares is 2000 but the 
society shares are unlimited. The value of a share in both the 
cases is Rs. 10/-. 

Every member is required to have at least one share and as 
many more as may be allotted. 

The share money is payable by instalments — Rs. 2/- on admis- 
sion, Rs. 2/- first Kharif, Rs. 2/- first Rabi, Rs. 2/- second Kharif 
and Rs. 2/- second Rabi. 

Individual shares are not transferable, except to heirs, without 
the permission of the managing committee. Society shares are 
neither withdrawable nor transferable except according to rules. 

Deposits and loans can be raised by the society within 
the maximum liability fixed for the year by the General Meeting, 
The limit does not, however, exceed 8 times paid-up share capital 
and Reserve Fund. Deposits can be accepted from all members 
and such non-members as are approved by the committee. Being 
a limited liability society, 25% of the profits is credited to a 
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to the membets in the shape of a bonus according to the non- 
credit dealings of the members with the society. 

Powers regarding purchase of the goods can be delegated to 
the President by the Committee of Management, 

Profits t Since tlie requirements are purchased by the society 
in bulk, wholesale rates are available to the society. Besides, such 
purchases can be made in the best markets. The larger the pro- 
fits, the larger will the tangible benefits to the members be, and 
the greater will be the chances of success of the society. To have 
a good profit is, therefore, a necessaiy^ condition of success. It 
is essential not only to have a good margin between the prices 
charged and prices paid but to reduce the expenses of manage- 
ment to tlie barest minimum. 

On the net profits the first charge is the reserve fund to which 
at least l/4th of tlie profits must be credited every year. Out of the 
remainder a bonus, at a rate fixed in consultation with the Registrar, 
can be declared according to non-credit transactions of the mem- 
bers, But not more titan 56% of the profits can be so distributed. 
Next Comes dividends on the paid-up share capital, the percentage 
not exceeding 7|, Another 7^%, with the approval of the Regis- 
trar, can be set apart for educational or charitable purposes. If 
any thing remains, it may be used either to strengthen the reserve 
fund or be carried over to the next year. 

The position of the reserve fund is the same as in a credit 
society. 

Progress: The Mainpuri Agricultural Supply Society was 

the only one of its kind in the U. P. for a long time. Upto 1919-20 
the society did some useful work but since then it began to run 
at a loss and finally disappeared in 1926. v, 

A few central agricultural supply societies were started. The 
following table shows the working of these societies. 


Year 

No. 

Individual 

Societies 

1 Sales 

Purchases Shares 

Reserve 

Working 



numbers 





Fund 

Capital 





Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

1922-23 

3 

105 

16 

10,868 


4,737 

4,200 

13,634 

1923-24 

2 

180 

81 

11,190 


5,287 

6,387 

18,829 

1924-26 

2 

183 

97 

10,648 

8,367 

5,460 

5,020 

34,147 

1920-2G 

2 

184 

97 

11,280 

, , 

5,722 

7,397 

32,714 

1926-27 

3 

193 

129 

29,430 

« * 

8,502 

8,271 

42,021 

1927-28 

3 

381 

132 

20,452 

y * 

9,665 

9,336 

54,901 
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Year Ko 

lad yidaaJ 

Sociei rt 

Sal« Pnichases Shaws 

R«erve 



rwrobers 




Fund 





Rs Rs 

Rs 

Rs 

1025- '’9 

5 

564 

IB's 

3) 049 

13U 

-96 4 

19 930 

6 

111 

JS3 

103 

!■> I 4 

II "8o 

1930 31 

3 

490 

U 

9» 3 G d 

1-»015 

10 58a 

1931 S'* 

3 

43 

U 

"8 3 

SO 0 

n Pi 

33 

3 



1 n 

12 72 

11 ‘’09 


Working 
Cap Ul 

Rs 

5C "ll 

osnoo 

SGfcSl 

60S09 

68 ‘'ll 


The societies as can be seco from the tabic xsroiked till 
19‘’8 29 but aFtcc that a decline set lo By 1935 36 all the agn 
cultural supply societies ere deftinct in the Province 


Causes of failure The mam causes of failure of the ago 
cultural suppU societies have bcCQ (tr) too trtde an area of open 
tioQ {b d 5000*^17 of the managers (e) absence of a gedume 
demand fot agtioiitutal recmisitcs (</) cash dealings (r) lack of 
expcnence f/) igooiance of ousiness methods (^) lack of stOMgc 
facilities and (A) difficulties in obtaming pure seeds and mainte- 
nance of the jmpros ed implements purchased by the mcmbcfs 
The area of opetauoo of the societies has been so estensive 
that It could not be properly controlled The cultivators do not 
move out more than a fetr miles from their villages to get seed ot 
manure and if the soaety is situated at a long distance they prefer 
to deal With the Bar anther than approach the soaety to lend 
their seed or arrange fot the purchase of an implement 

The vroik of obtaining agncultural requisites and its proper 
storage have to be left m the hands of the managers If the 
manager IS dishonest the societv cm nc\et be successful Some 
of the agncultural supply socetics failed for this reason The 
liquidation of the Hatdoi Agncultural Supply Soaetv ^vas due to 
the cmbczalcroem cart cd out bv ns manager The otdy effecuve 
check could have becnastna supers ision by the committee of 
management which formed as it is of the agticulmnsts has not 
the necessary qualifications to check the wort. 

The greatest factor responsible for the failure has been the 
absence of suflicicnt genome demand for agricultural requisites 
on the part of the rural population A good demand for improved 
seeds implements and maoucct cannot arise so long « the agsioal 
ttttaltcchn que conunues to be crude and pnmiute The culu 
vatOR of the Ptosmee Jmeb*en carrying on agriculture according 
to the traditional methods that bold ngs arc fragmented and 
scattered and proper imgauooal faciliucs do not exist Under 
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such conditions, sowing of good seed, use of expensive manure 
and purchase of improved implements would have been a waste of 
money. The cultivators, therefore, in spite of the fact that they 
realise the value of improved agricultural requisites, did not see 
much advantage in joining agricultural supply societies. 

Cash transactions, again, limited the number of persons 
availing of the facilities provided by the societies. Cash is one 
of those things which in normal times is ver}* scarce in the villages. 
The cultivators preferred to pay higher rates of interest and higher 
prices to other dealers who allowed them credit than purchase . 
their requirements for cash from the societies. 

Lack of storage facilities and difficulties in purchasing pure 
seed were other serious handicaps. The societies could not 
construct suitable godowns, and wastage in stocking seeds was 
considerable. In the supply of implements the main difliculty 
concerned their repairs. Government help and the assistance of 
the local bodies could have solved the problem easily, but such 
help was not forthcoming. 

Conditions precedent to success : There are certain con- 
ditions necessarj'’ before a good development of agricultural supply 
societies can take place. 

{a) Scatteredness and fragmentation of holdings must be 
reduced considerably to enable the cultivators to supervise agri- 
cultural operations closely. Only when consolidation has been 
effected can the holdings be fenced and the use of improved 
implements be made economical. It is only then that better 
crops can be raised. 

{b) An improvement in the breed of cattle should simulta- 
neously occur. The existing weak cattle in the rural areas cannot 
work heavier implements. 

'• {c) Irrigation facilities must also be entensively enlarged to 
permit better and more intensive cultivation. 

{d) The agricultural technique which is primitive needs a 
complete overhaul. 

{e) Above all a successful marketing organisation for agricul- 
tural produce must come into existence so that the cultivators 
may market their produce and get a premium for quality. So 
long as better prices cannot be obtained for better qualities tliere 
will be no tangible proof of the usefulness of better seeds, imple- 
ments and manure and the agricultural supply societies will not 
be popular. 
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SEED AND IMPLEMENT STORES 

After the failure of the central agricultural supply societies 
in U. P., an attempt has been made to organise stores serving a 
few villages of the locality. A few stores showed good 
results. These stores dealt in seeds, implements or both. 

Earlier Seed Societies : The idea of having a separate store 
for seed was not a new one. Soon after the movement was started 
in the Province a few seed societies were organised at Amethi in 
the Sultanpur district. From 12 in 1905-06 their number rose 
to 30 in 1911-12, but the number of their members and the work- 
ing capital was always small. 

The societies purchased their seed from the Government seed 
depots or borrowed from the depots, on the joint and several 
responsibility of the members. The Rabi and Kharif seeds were 
lent out to the members on ‘Sawai' rates. Cash loans were also 
advanced by the societies as it was felt that unless cash loans are 
advanced the prospects of success would be slender. There were 
two difficulties, however, which brought about the failure of these 
societies. 

The societies required a fair amount of capital for the pur- 
chase of seeds, and this was not easily available. Another serious 
difficulty was that proper storage facilities were not available. The 
members of the committee of management, for want of suitable 
storage rooms, were not willing to undertake the responsibility 
of storage. They were afraid of fire, theft, deterioration of the 
stock due to damp, insects and other causes. A minor difficulty 
was also carriage of advances and grain for repayment between the 
depot and the villages. 

The new stores: The new stores were organised in 1935-36. 
Some were central and others primary. Their number has increased 
considerably since then. The following table gives an idea of 
their growth. 

Year Central seed Central Implement Both Primary stores 

stores stores 

1936-3G 13 

1936-37 15 
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Ccaml Implement 
stores 


Ir has b cn found that viith ptopet facilities for storage ao 
honest management which need not be c'tpett t store «ith about 
JOOOmds of seed easil) pajs «s na) and, if nothing untouata 

S ens m 3 ) laithin 10 years ofiis start, uoik with its own 
$ ' 

At least a dozen sooetics m a piitacuht locality subsenbe 
the share capital accoiding to tbeit financial position A Govet 
nment subsidy is generally obtained for the construcaoo oi 
godowns The rest of the capital is available from the centtil bzn^ 
atO/o With this capital and a clerk and another chov.Udac the 
store can be run easily 

Most of the seed stocks were aihet purchased or borrowed 
from the Governtn-nt seed depots Some seed stocks were also 
put^ased from such members of socicues as had tlvemstaTCS 
grown improved seeds 

The seeds were either sold to the members or advanced on 
system . 

The coDslituuon of the seed and implement stores is the same 
as that of an agricultural supply society, already described m the 
previous chapter 

That some useful work has been done by seed and implement 
stores, both central and primary, is evident from the business 
done by the stores 

The seed stoics in 1S>35 30 distributed 10,796 mds of seed 
and supplied implements A feu veed godowns were constructed 
by the stores The total st«i distribution in 19i5 was 42,863 tods 
as compared to 36,000 mds la I 044 3fv.c consider the seed 
distributed by cane societies also the total distribution comes to 
1 23 lakhs of mds 

The stores m the Pactafagarh distnct have b*en the most 
successful 

I Yeat Book and Direooty of IftiUan Coopcrauoa— 1942 pp 528 
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The Partabgath societies see 
sown separately. Improved seeds, hkc 
«2 oT, have become popular. 

There are a few difficulties. 

Difficulties oftbe seed storeys pi t set 

however, that the stores lu and secondly, 

up arrangements for obtaini g p business to maintain extra 

there is not enough margi ^ harvesting season. 

Sfhr" on by .he o.d.„..y ced.. 

did-,cul.y is .be psoblcn of s.o»^. Joien.ia« 
does no. e-Nis. in many stores and the qua. > 

'"u^rbusinessis also no. ava.lable .0 make .he s.ote a 

seed and implement imolements, and many a village 

the supply of improved seeds P ^ 1 ^ hy the Registrar, 

bank now does .this business ItJ® bee dcultutal 

Cooperative Socieues, that i^ally undertaken by mult 

requisites supply charged with ffie develop- 

purposes societies and otner mbu 

ment of produce. Enrh easv and safe. Agriculturists 

The work of seed supply is both eo ^ mstal- 

can easily manage a seed store. instalments, 

ment but are very particula ^ot get the seeds for the 

They know that if they ^ tigriculture is reorganised and 

next crop. In post-war manure and implemen s 

there is a wide-spread ^^fmand fo j ^^ral requisites may be 

separate societies for the supply a, 
organised and will prove successful. 
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(^) The second principle which was strictly adhered to was 
‘sales at market rates’. The principle was adopted so that cut- 
throat competetion from the dealers may not arise. The promoters 
knew that it was next to impossible to compete with long-established 
dealers if they attempted to sell at below the market prices. The 
dealers could afford to suffer losses but the store would have no 
option but to close down. 

(c) The third principle was to assure genuineness of quality 
and employ full weights and measures. The purchasers from the 
the cooperative stores were sure of guaranteed quality. 

{d) The fourth principle was ‘ sales for cash and no credit.’ 
Credit was avoided for numerous reasons. Credit sales encourage 
unnecessary' purchases, increase indebtedness of members, involve 
expenses of book-keeping, and force the stores also to seek 
credit. Cash discounts are therefore lost and the markets where 
the stores can purchase become restricted. It were these difficulties 
which impelled the Pioneers to adopt the principle of cash sales. 

(e) The fifth principle was that interest and no dividend 
was allowed on the share capital. This principle prevented a 
profit-seeking motive and exploitation of die organisation by 
capitalists. 

(/) On the other hand, a part of the profits was distributed on 
the basis of the purchases made from the store. This principle 
encouraged business through the stores and uldmately was res- 
ponsible for their success. 

(^) The principle of ‘Democracy’, also, has been fully followed 
by the Rochdale Pioneers. Every member enjoyed only one vote 
and there was no distinction of caste or creed, high or low. 
Every member enjoyed die same rights and privileges as any other 
member. 

Stores in the Province : The villages in the U. P. are sdll 
almost self-sufficient, so far as the major daily requirements are 
conserned. A few necessaries of Ufe have, however, to be pur- 
chased. The prices charged for such articles are high and the 
shopkeepers practice adulteration and give false measures. But 
the business is so small that a separate store is uneconomical. 

In the towns and cides, on th^ other hand, the conditions 
approximate to the conditions in the towns of the West. All the 
requirements have to be purchased by the urban population and 
they are subject to all the nefarious practices of the sliopkeep&s. 
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As early as March 1000, a coopcrauvc stow ^as 
the Kashi iopmtitc Company at Benares 
bv afe^ genera! CO pcrjiive stoics and Mudcftts stores atotn 
places also 


(A) Constitunon and worKmg of General 
Stores The b|ccts f tht consumers' stores arc 
to the memhcfs nccc'sanes of life of every bind 
prices {«) » > aifonl fauluics for deposits and, in 
courage thrift, self 1 elp and coopciauon ^ 

Mcmbciship Vn) petson, of Rooi chancier inii sound 
mind, above the age of 18, residing in the area of opccstion oi t 
store IS ebgiblc for mcmlwrship 

Every tnerobet has to sign a declaration agreeing to obsen c 
the bylaws and other regulations of the society One shared 
least must be held by a member 

Membership does not cease merely by reason of leaving th® 
district but such members forfeit the right to vote 

The habihtj of a past member continues for tn o years aft®' 

the cessation of metnbecship 


[ Cooperative 
; (/) to sopplv 
at reasonable 
general, to cn 


Funds The funds of the stores ate derived from shares, 
deposits, loans, Reserre and other funds 

The authonsed capita! is Rs 60,000/* divided into 6,000/ 
shares of Rs 10/ each The share money ts payable in a lump 
sum The authorized capital can be increased only on a resolution 
of the General Meeting, approved b) the Registrar 

Shares ate trinsfctablc only with the approval of the com 
mittee of management to approved members Transfers are not 
permitted till the shares have been held at least foe two years 
No member can hold mote than 100 shares 
The stote can accept fixed deposits from members and non 
members withta the limits prescribed by the animal General Mcetmg 
with the Registrar’s approval Loans can also be raised providw 
the liability created in the shape of deposits and loans is kept 
withm the maximum liability foe the year 

The store being a limited liability soaety, the usual practice 
®'®diung at least 25% of the profits to a Reserve Fund iS 
followed This, together with other funds created, can serve as a 
source of working capital in emergencies 
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Liability : The liability is limited to the nominal value of 
shatc capital held. 

Administration : The supreme authority vests in rhe General 
Meeting of the share-holders. The functions of the General Meet- 
ing arc the s.ame as in any otlier cooperative society. 

Board of Directors : The General Meeting elects a Board of 
Directors consisting of the Chairman and 12 other elected directors. 
The Bo.ard remains in office for a year. The Board appoints a 
Man.iging Committee of 5 from among themselves, appoints a legal 
adviser, and, generally, supciA'iscs the working of the store. 

Managing Committee : The Managing Committee is the chief 
executive body, k admits new members, .allots shares, controls the 
staff, looks after the safe keeping of the stores and makes rules for 
the conduct of business. 

Officials : The Board or the Managing Committee, with the 
approval of the Board, appoints a paid or honorary Sccretarj^ and 
a paid or honorary manager. Assistants may, also, be appointed, 
if necessary. 

The manager arranges supply of stores and stocks in trade, 
under the control of the committee, and issues them to the members 
according to rules. ' 

The duties of the Secretary are, generally, office duties. 

One or two store-keepers may also be appointed by the Board. 

Business : The stocks of the store are retailed, generally to 
the members, according to the rules framed by the Committee. 
Sales may be made to non-members also. But all sales are made 
for cash only. No credit is allowed. 

The prices charged by the stores are fixed by the Secretary 
under the directions of the committee of management. In fixing 
prices local prices are taken into account. 

Out of the net profits a bonus is given to members on the 
basis of the purchases made by them from the store. 

Profits : The net profits are distributed as follows : 

(/■) 25% at least to the Reser\^e Fund, (//) 7-n% on fully paid- 
up shares, (///) bonus on purchases to members. The total amount 
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The store collects advances for their purchases from the 
members. 

Loans and deposits can be accepted within the maximum 
liability fixed by tlie General Meeting. 

Liability : The liability is limited to the nominal value of 
the shares. 

Administration ; Besides the General Meeting which elects 
both a President and a Chairman, there is a Boaid of Directors 
consisting of the Chairman and 9 other elected Directors. Not 
more tiian 3 other Directors from among the members can be 
coopted. 

The Board arranges to purchase common necessaries obtain- 
able in standard qualities. It fixes the prices and gives publicity 
to tliem. It has the power to appoint sub-committees for various 
purposes. 

Office-bearers ; The office-bearers of the store include (/) a 
General Secretary, (//) an Assistant Secretary and (///) a Treasurer. 
There are 2 auditors elected by the general body, besides. " 

The President acts as the responsible head of the store, while 
Chairman is the head of the Board of Directors. 

The General Secretary is the chief executive officer and is 
responsible for the supplies of stock-in-trade and their safe 
custody. 

Business : All transactions are on a cash basis. Sales are . 
made only to the members, their guests and servants. Sales to 
non-members can be made only if there is a surplus. Damaged 
goods may, however, be disposed of. 

Bonus may be given to the members on their purchases. 

The funds of the society are maintained in the Post Office 
Savings Bank. 

Profits : After crediting at least 25% to the Reserve Fund 
the rest is used in the following order : (^) Bonus not exceeding 
40% of the purchases on advance system (b) Dividends not 
exceeding 6% provided that not more than 50% is distributed in 
dividends and bonus, (/) charitable purposes, (d) other funds, 
(i?) strengthening the reserve, (/) carrying forward to next year’s 
profits. 
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Year No. of college stores No. of general scores Labour stores Total 


1939 - 40 9 

1940 - 41 • 11 

1941 - 42 • 15 


15 

— 

24 

10 

5 

26 

15 

5 

35 


1942 - 43 105 

1943 - 44 ^ 

1944 - 45 * 


5 110 

155 
169 


Most of the new stores were organised by employees of offices 
or institutions, and some by residents of particular localities. For 
the first time during tlie war stores for the labour class came into 
existence. Unlike Europe, before this, most pf the stores were 
organised not for the labour class but for middle classes. 
These stores sold goods worth 12T8 lakhs and made profits 
amounting to ‘59 lakhs in 1942-43. The figures for 1943-44 were 
27*65 and *47 lakhs respectively. In 1945 the sales amounted to 
Rs. 35*15 lakhs and the stores made a profit of Rs. 58 lakhs. 

With all the development that has taken place in the consumers’ 
cooperation in the Province, in this branch of cooperation the 
U. P. is still very backward. The number of storesjn Madras has 
reached as high as 1500. 

The war offered a great opportunity for developing consumers’ 
cooperation as they were the most suitable agency for the dis- 
tribution of essential commodities. The opportunit)^ has been, 
however, missed in tlie Province. The Provincial Marketing 
Federation tacked on the work of distribution to its own functions 
of marketing, and the development of a chain of cooperative 
stores, all over the Province, has received a death blow. 


Causes of backwardness of consumers’ cooperation : The 
causes of backwardness of consumers’ cooperation in the Province 
have been many, and are to be found in the absence or imperfect 
application of the Rochdale principles. 

Sales at the market price have not been appreciated by the 
people. The idea of a cooperative store is that it should supply 
goods to its members at a price below the market price. The 
advantages from having the quality assured and correct measures 
are generally over-looked and the bonus on the basis of purchases, 
since it is received long after the purchases have been made, is 
completely ignored. 


* Separate figures for all :be tvnes a e n >t at ’liable but there were 7 
central stores in 1944 and S in 194.1 
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Lastly in both the General and Students’ Stores the members 
arc not loyal to their stores always. This reduces the business 
still more and diminishes the chances of success. 

Future : But what of their future ? Wiien controls lapse and 
competetion reappears the business of the cooperative stores will 
shrink unless the stores can manage to give tangible advantages to 
their members. This will be possible only if the stores can pur- 
chase their requirements cheaply and are able to reduce their 
expenses of management. If they can do so, good bonuses can be 
passed on to the members bringing home to their minds, in the 
most effective manner, the utility of this type of organisation. 

For securing the requirements of the store, cheap in the best 
markets, an apex organisation should come into being. The 
nucleus of such an organisation exists in the Provincial Marketing 
Federation. For the present a separate department for distribution 
in the Federation, tun by a committee consisting of the representa- 
tives of the consumers’ stores and a few officials of the Federation 
would serve the purpose. When the number of stores and their 
business justify it a separate Provincial Federation of the stores 
may be established. The store section of the Federation should 
obtain weekly or monthly indents from the stores, purchase their 
requirements in bulk and distribute the commodities among the 
member stores. 

It should be the function of this section to study price fluc- 
tuations and on that basis select the best markets for purchases, 
taking into consideration the cost of transportadon. 

On financial grounds no difficulty is likely to arise in future. 
The establishment of the Provincial Bank has removed one of the 
greatest stumbling blocks in the way. Accommodation will be 
easily forthcoming from the Provincial Bank whenever required. 

T^e management of the stores will, however, have to be 
strengthened. It must be emphasised that the Board of Directors 
and the Managing Committee must more closely supervise the 
activides of the paid or honorary officials and not leave the working 
^in their hands. Attempts should also be made to enlist honorary 
workers wherever possible, for if it can be done, the expenses 
of management can be reduced considerably. 

The stores must strictly follow the principles of cash sales 
and current market prices and under no circumstances allow any 
credit. 

Provided proper precautions are taken the stores have a 
future in the Province. 



^5£=g§ili5S^ 

The Chein"*" »' (, ,m among 'nc 

rf®the yeat 'f “1 or bn£o' 
the success of a 


U P 



CHAPTER XVIir 

HOUSING SOCIETIES 

In European countries the demand for cooperative housing 
societies arose due to a iaige migration of labour population from 
the rural to the urban areas as a result of Industrial Revolution. 
The supply of houses in the industrial centres could not keep pace 
with the increasing demand for house accommodation; and the 
rent of houses registered a veiy shaip increase The poorly-paid 
working classes, therefore, were forced to live under slum condition 
which affected the health and the moral well-being of the people. 
To remove these difficulties the help of cooperation was sought 
and six different types of housing societies were evolved to suit the 
requirements of people of different means. Two systems of coopera- 
tive housing known as the individual ownership system and the co- 
ownership system came into existence. Under the former there were 
4 types of societies: (a) Land Societies [b) Mutual Benefit Building 
Societies {c) Hire Purchase Societies and {d) Tenant Ownership 
Societies. Under the latter there were two types, one known as 
Tenant Co-partnership Society and the other which hired a house, 
divided it into flats and rented them to its members. 

In India and so, also, in the U. P., a distinct working class is of 
a very recent origin. Most of the labourers still maintain their touch 
with their rural homes and are not desirous of owning houses in the 
towns. The demand for housing societies in the Province has, there- 
fore, not come from the working classes. It were people belonging 
to the middle classes, specially those in service in the bigger towns, 
who felt great difficulty in getting suitable accommodation within 
their means. Hence the demand for -cooperative housing in the 
Province came from such people. 

In the U. P. the first housing society was started as far back as 
1919 at Cawnpore. Subsequently the societies spread to other towns 
in the Province also, but their number has always been very small. 

Constitution and Working of the Housing So cieties : 

The objects of the society are: (i) to buy or acquire land by 
lease, exchange or otherwise, (ii) to lay out land to suit the require- 
ments of members and to prepare plans and estimates for the cons- 
tfcuiion of buildings thereon, (lii) to build or cause to be built 
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Among other things, a member can be expelled for using the 
house rented by him in such a way that the value deteriorates, or 
if he proves a nuisance to his neighbours 

Fxmds : The sources of funds are [a) admission fees, {b) 
shares, (<r) deposits and loans, {d) gifts, donation^ and grants, {e) 
sale of property, (J) contributions towards the cost of the house 
or land and (_g) Reserve and other funds. 

Admission fee : An admission fee of Rs. 2/- is charged by 
the society which is credited to the Reserve Fund and is not 
refundable in any circumstance. 

Shares : Every society has an authorised number of shares 
of the value of Rs. 50/- each. The share money is payable as 
follows: Rs. 6/- with the application, and the rest by 11 monthly 
installments of Rs. 4/- each. 

No member is permitted to hold more than 100 shares but' 
every member must hold at least one. 

Loans and deposits : Loans and deposits are raised within 
the maximum liability fixed for the year by the General Meeting. 
In no case, however, the maximum liability is to exceed ten times 
the paid-up share capital and the Reserve Fund. Deposits are 
accepted for long periods only, as otherwise they would not be 
suitable as a source of working capital. 

The contributions of the members towards the cost of the 
houses are determined by the Managing Committee. 

Liability : Liability of the members is limited to the nominal 
value of shares held by them. 

Administration : Besides the General Meeting which, as 
usual, is the supreme authority, there is a Managing Committee 
consisting of the President and 6 other members The Deputy 
Commissioner or the Collector of the district is the ex officio 
President not only of the committee but of the society as v/ell. 
The other 6 members are elected by the General Meeting for 3 
years. One-third of the members retire at the close of the first year 
and half of the remaining original at the close of the second year. 
Those to retire are selected by lot. 

The iSIanaging Committee is the chief governing body, 
controls all the servants of the society, raises funds, sanctions 
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transfers ol shares and houses, elects members and allots sharw 
Plots are allotted b> it and other arrangements for acquiring housw 
or bu n a house arc undertaken Pattmon of soctet) s noJ5cs 
and I tc ag the houses to non members can be done by me 
comm ttee The coram itee 6aes the rate of mtercst on loans ana 
leposi s and also the sale price and tent for plots and houses 

Office bearers The imponant off cc bearers of the society 
arc j) in Ptestdent (i) the Secretary (c) and the Treasurer 
Tl e Secretary and the Treasurer arc elected by the committee 
In addition to other ponrers enpyed by the President, he 
ei }ojs the pouet of issuin^ a temporary miuncuon re tnintng a 
memoer fram dong or requiring him to do any act Suen 
munci IS arc bmdin till revoked \11 matters connected «itn 
niu''ct ns hate to be la d before the Managing Qsmmmee wimm 
lo dar^ 

Sccret-iT)’ ThcSecfctar) »sth*cnicf eaccutne oSiicci of the 
sociecv He receives and disburses money according to the deasions 
of the Managing Comtmite- and has to sc* that there ate no 
en~roichmeDis on the socictj s lands and the houses are built 
accord ng to the plan approved b) the society 

Business of the Society \pphcafiODS for acquiring land 
for houses hate to be made on a prescribed form 

Out of the plot acquired by the cociet) a portion is resetted 
for roads parks lanes and other publ c uses The rest of the land 
IS divided into three ijpes of plots A, B, C according to thcit 
area Plots are allot ed by the committee and facility is offered 
ID select ng neighbours If more than one person applies for a 
patticuiat plat ih roan who is gnen the plot is selected by lot 
”1116 society tries to assign to members of the same community a 
separate block so far as possible 

The pUo of the proposed building has to be submitted to the 
comm ttee for approval The coram ttee has to 'ce that the 
saoitacy requiteraenrs ate falfflied and the front portion and the 

cletatian of the hous ate symmetrical 'aith other houses m the 

same 1 ne 

No membec is allowed to have more than one plot or more 
than one house with the money advanced by the soaetv Plots 
and hou«cs cannot b? changed without the approval of the soaetv 
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Purchases of plots can be made outright or on a hire-purchase 
system. 

Those who want to get the houses constructed through the 
society apply to the society which determines the terms on which 
construction would be undertaken. The members have to pay a 
supervision fee which will not exceed 5% of the cost. The society 
maintains a separate account of each house constructed. All 
members have to intimate the amount spent by them over con- 
struction. 

Any one who desires to sell the house on society’s land has 
to offer it to the society. The society has the right to purchase it, 
but if it is willing, the house can be sold to any person approved 
by the society. No transfers are, however, permitted till die dues 
to the society have been cleared. 

Sometimes the society constructs houses out of its own funds 
and lets them out on hire or hire-purchase system according to the 
rules framed. Preference is given to the members in letting the 
houses but if members are not willing the houses may be let out 
to non-members. 

For renting a house of the society application has to be made. 
Similarly an application has to be made for purchasing the house 
on hire-purchase system. A sum fixed by the society has to be 
deposited by monthly instalments Spread over not more than 15 
years. The committee lays down what portion of the monthly 
instalment will be treated as rent and how much is to be credited 
towards the cost of the house. If for some reason, at any time, 
the. member decides to rescind the contract the society pays back 
what has been paid towards the cost of the house by convenient 
instalments within 2 years. 

No house can ’ be partitioned without the sanction of the 
committee. Ail applications for partidon have to be placed before 
the committee which is required to see before passing an order 
that the houses do not become insanitary. 

- An ordinary member can let out his house only with tlie 
permission of the committee. Members who do not possess 
houses of their own have a prior right to rent such houses, the 
rent being settled between the owner and the tenant. 

If a house is let out to a non-member the person has to file a 
declaration undertaking to be bound by the rules framed by the 
society, from time to time, for the occupiers. 

Annual repairs have to be carried out by the occupiers 

26 CM 
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Profits: The profits are disposed of as follows: 

(a) at least 25% to the Reserve fund, 

(/») dividend not exceeding 7%, 

(^) not more than 7|% for charitable purposes, 

(d) for bad debt fund, dividend equalisation funds etc. 

The constitution of the housing societies in the U. P. shows 
that an attempt has been made to combine the two systems of 
house ownership found in European countries in a single housing 
society. The societies under the by-laws can carry out all the 
functions of a Land Society, a Mutual Benefit Building Society a 
Hire-Purchase Society, a Tenant Ownership Society, a Tenant 
Copartnership Society and a Society which simply hires a house 
and sublets flats. Such a combination of functions has made the 
working of the societies far from smooth. The interest of different 
classes of members clash and the housing societies are far less 
efficient and useful than any of the separate societies in the Western 
countries. 

Progress: The first society in the U. P. came into existence in 
1919 at Cawnpore and was known as the Christian Housing Society. 
Subsequently societies were started in other district towns as well. 
In 1943-4:4 housing societies existed in 15 districts of the 
Province. There were 31 societies in 1945. 

The progress of the housing societies can be seen from the 
following table : 


Year 

number of 
societies 

1919-20 

1 

1924 

3 

1928 

6 

1932 

11 

1933 

11 

1934 

n.a 

Year 

number of 
societies 

1935 

n.a 

1936 

n.a 

1937 

17 

1938 

17 

1939 

20 

1940 

21 

Y'ear 

number of 

1941 

23 

1942 

23 

1943 

28 

1944 

31 

1945 

31 



societies 


n.a = Not available. 
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Th= oumbct of the soacura has giown ' 

soacUK hast not been able to achieve much The soa™« , 
for ihc housing of middle classes, spcciallj officiaU, and ' 
housing fot ihc uotkmg classes has not been undcitasen 

The societies had, in 1*14 >, a notUng capita! of only Rs 0^ 
lakhs, ofvhldi 3 20 lakhs nas iheie ottned capital TliC) adtancm 
lo thcit members onls Rs 3hOO in 1<I 14 and st etc able to icm a 
Rs 17000, The total outstanding amounted to Rs 1 5-4 
which Rs 24»000i v.aso\crdue 


The housing mQ\ ement thus, co\cts a vet) small pcfCcntj^K® 
of even the middle class people Inspitc of pfOMsion in the y* 
laws fot various xvpes of aciiMty the housing societies in tbe v- 
base been mainl) land procuring soaciics 1 \ cn loan faciiiti 
for house building purposes ha\c not been undettahen bp most o 
the bousing soaeties Con$tnj«.uon of the houses out ot ttic 
societies' funds requites a large amount of capital which tR 
societies have been unable to raise and hence this types of activity 
has been out of question It ma\ be said that the hoaxing soactie 
have functioned only as land soaeties 


FactoM Retarding Gtowth The slow dcselopmeot of t^te 
cooperative housing moveoieot is due to many factots 

(a) House construction lequitcs a Jaigc amount of 
which sery few individuals belonging to middle classes can find 
Uufottuoatcly, however, the societies, too, hat c found it alw ays 
djfiicult to xasse sufficient capital In other provinces where th® 
movcnieat has made a hcadwav the Government has been liberal 
m giving financial assistance to the ^oaety The GovctncncQt 
the U P , on the other hand, his offered no finanaal assistance 
to the housing soaeties Many a housing ■society had to close 
down for want of finances The Chnstian Housing Soacty 
collected as much as Rs 22,400/ through shares in 1920 21, *tid 
applied to the Government for a loan of Rs 60,000/- Although 
m 1923-24 a loan of Rs 20,000/ at 7|% was sanctioned it was 
never lecciv ed and ultimately jn 1924 25 the soaety was dissolved 
Other soaeucs ihit managed to exist struggled on Cooperative 
institutions, hke central banks, could not afford to lock up thcit 
capital for a long time not could the lomt stock banks do so 
The only chance of success was that the Government came to the 
help of these soaeties but that too was not done It is no wonder, 
therefore, that the housing soaemes could not do much 
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How for the lack of Government assistance and other sources 
of finance hindered the growth of the movement can be judged 
by comparing the movement in U. P. with that in Bombay and 
itfadras. In tlic hladras Presidency, in 191.0, the loans from the 
Government outstandings amounted to 21*07 lakhs with the result 
that there were 122 building societies with 4,647 members. 2,199 
houses had been constructed valued at Rs. 80 16 lakhs. In 
Ahmedabad alone in the Bombay Presidenq^ there are 55 housing 
societies where in the total value of land and buildings is as high 
as Rs. 1*25 ctores Although not much Government assistance 
has been available, insurance companies, charitable trusts and 
individuals have come forward to supply the credit needed by the 
Societies. 

{b) Be.sidcs finance, another difficulty of the societies has been 
that the local bodies have given no encouragement to them. 
There are some ver}’^ good reasons why the improvement trusts 
and the municipalities' should help the Housing Societies. (/) 
It ic easier for the trusts or the boards to deal with a society than 
with a large number of individuals, (//) the societies being 
corporate bodies of educated, respectable people, are expected 
to conform to sanitary rules better than individuals, (//V) and the 
societies consist of men of small means who do not live in the 
cities by preference, but find great difficulty in getting suitable 
accommodation in the towns. 

Inspite of this, these local bodies have' not offered suitable 
terms to the housing societies. In the western countries the 
municipalities have opened up the society areas, laid out roads and 
given the societies lighting and water facilities. Nothing of the 
sort has been done in the U. P. In the past and even in recent years 
these difficulties have been present. The societies in the past had 
to wait for years before land for house building purposes could be 
acquired and today, also, long negotiations have to be entered into 
before land can, be obtained. ^ 

(c) The most serious obstacle has, however, been the lack of 
cooperative spirit among the members of the societies. No doubt 
the members are generally educated people, they are unfortunately 
incapable of working harmoniously in an accommodating manner. 
The societies are, therefore, torn with factions. As such, the 
working in many societies is seriously hampered. There are 
disputes about the allotment of plots and construction work is 
considerably delayed. 
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{d) The scaratj of buildmg 
prices m recent years have brought 
a standstill 


tnatcruJs and consequent high 
tbeuorkof these soaeucs to 


Steps suggested to make the societies a success 
proper development of coopentivc housing in the , .j 

necessarj that local bodies, \i2, trusts and niunicjpaliiics * 
realise tbeir responsibilit) regarding good and cheap acco ® 
dation for their citizens They should not only ^ 

land to the soaeucs at concessional rates they should also ^ 
out the necessary impr wements b\ constructing 
and extending electricity lines and pipe lines They should, > 
undertake construction of roads and lanes in the area 

A hettet cooperative education among the tnembers, is, 
one of the essentials of success Unless the mern^rs imm 
cooperative ideals a housing society cannot run smoothly 
Above ail, the question >f lack of finance 
^ith a provincial bank working in the Province the Housi | 
socieucs should expect some help from that djicctioo But ‘ 
Bank will not be able to provide all the opiial lequitcd. 
ment should come fotwatd with Ubetal assistance to the Housing 
Socteues 


If the Govetnment place at the disposal of the 
societies a substinual sum of moo-v there is no reason, provide 
the mumcipahties help and the members revise their altitud , 
why the Housing movement should not become a success i 
the Province, speaalty, in congested towns like Lucknow ao 
Cawopote A model town like the Lahore model town 0 ° 
immedutely became a success and relieve congestion 


Another direction in which there is a great future for hosing 
societies in the Province is the provision of suitable accommodation 
for the factory workers in uie industrial towns like Cawnpom 
Both ^the employers and the labourers will benefit from the 
housing soaeues Incidence of absenteeism among the labour^ 
will decrease and the employers will have tcgulat labour Tnc 

labourers on the other hand, will get suitable accommodation on 

reasonable terms 

Housing soacties for the factory woikets can however, ^ 
succe«sfol only with the ^anaal assistance provided by 
factory owners In tbcir own interest the employers should 
forth with such assistance but if they fall to do so the state should 
come to the help of the housing schemes by forcing the employers 
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to provide suitable accommodation. If the state insists that the 
faefor}’^ labourers should be provided with specified types of 
accommodation the employers would have no option but to assist 
the housing societies financially. 

Most of the housing societies in the case of labourers will 
have to be mainly of the tenant co-partnership type. 



CHAPTER XIX 

BETTER UVIN’G AND BETTER FARMING SOOETlES 

The coopentivc movemcm in the Province was, for a Iwg 
time, confined to credit to a large extent. Although some erm 
facilities were made available, the life in the villages ooderwen 
change It was soon realized that credit alone could not go a o » 
way m improving the economic position of the niral masses, sn 
It was felt tliat the villager himself and Ws surroundings ncc 
many changes before he becomes an cflicieot producer and co 
he enabled to h\e a better life. 

There ate many features of a villager’s life which require 
considerable improvement. 

Undesirable features of rural life: The methods 
non arc priimuve and old-fashioned. The agriculturists suU str« 
to traditional agnculmral technique, employ traditional 
ments and raaEc no efforts to introduce modcro dc\ elopments 
which science has made available now. The iocvitablc result is iMt 
■while the yield and the quality of agricultural produce, all the u orlu 
over, has considerably improved, in the Province an actual deteiiota- 
tion his been noticeable. 

So fat as the cspenscs go, the agriculturists are far 
economical. They spend beyond their means on cetemontah, 
religious andsodal functions. On many oevasioos feasts have tt>bc 

given to the This practice cannot be ghen up for fear of 

social boycott- Loans ate generally borrowed mt this purpose and 
can not be repaid. Thus the agriculturists sink deeper into indebt- 
edn«s. 

The mental outlook is even worse than the financial position. 
The people are superstitious and tradition-ridden and possess no 
iniriative. They arc blind believers in fate and this leaves no urge 
in them to rise in the scale of huinaQ existence. Jllitetacv and 
ignorance is colossal, and over even small matters protracted litiga- 
tton is indulged in. 

The surroundings in whldi the rural masses Uve are, also, not 
satisfactoty from the hygienic and sanitary points of view. The 
houses of the people are gcnetally ili-ventilated. The sources of 
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water supply arc not protected properly. Manure pits are to be 
found witliin the inhabited village area and drainage is almost 
absent in the villages. No medical facilities are available in most 
of the villages, and due to their ignorance the rural masses avoid 
even vaccination and inoculation. 

]n view of these problems, calling for some solution, the 
Oakden Committee recommended that besides credit other agricul- 
tural activities should also be undertaken by the Cooperative Move- 
ment in the Province. 

Since 1928, therefore, a policy of removing the undesirable 
feature of a villager’s life has been followed by the Cooperative 
Department and better living activities have been started. 

These activities have taken the form of Cooperative Better 
Farming Societies, Adult Schools, Rural Reconstruction Associa- 
tions and Better Living Societies. Better Living and Better Farm- 
ing Societies ate the two important types under such activities. 

There arc central as well as primary Better Living and Better 
Farming Societies. The Rural Reconstruction Associations arc all 
Central Societies. 

(A) Constitution of a Disrtict Rural Reconstruction Asso- 
ciation; The objects of tlie Association are (/) to organise rural 
reconstruction societies' in the district, (//) to train persons for 
reconstruction propaganda, (///) to coordin.ite activities of the 
District Board, Agricultural, Industrial, Cooperative, Sanitary and 
other Departments of rural welfare, (/V) to provide necessary funds, 
{i>) to issue tracts and (w) to take any otlier measures for achieving 
the objects. 

Membership : Membership of the Association is open to 
persons qualified under the Act and registered societies. The 
District Officer is a member ex-officio. 

Funds : The sources of funds are, {a) membership fees, (b) 
contributions from Government departments, District Board etc., 
(e) donations and (d) subscriptions. 

Membership fee is Re. 1/- annually or Rs.-2.5/- for life. 

Subscriptions may be called for specific objects as determined 
by the Association. 

Liability : The liability of each member is limited to Rs. 5/-. 

S7 CM 
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Admimstratjon Besides the Gcnctal Meeting 
Managing Committee of 9 membcis including the President Vice 
prestdents and the Honorary Sccretaty if a member -At least 1/ 
of the members of the committee should be representatnes o 
societies 

The Secretary is the chief executive olfiect 

(B) Constitution of n Union of Better Living and Better 
Farming Societies The area of openiion of a Union of Better 
Living and Better farming Societies is generally smaller than that 
of a Rural Reconstruction \sso laiion and is confined to a tad us 
of a few miles from the headquattets of the Union ■» 

Tlxc objects of the Union are the same as that of a Rural 
Reconstruction Assoaacion 

Werabersh p of the Union is open to Better Ltv mg and Better 
Farming Societies in the area Other socctics doing welfare uorL 
may be permitted to join uith the sanenoo of the Registrar 

Funds Instead of a membership fee there is an admission 
fee m the Union Otherwise Ae sources of funds ate the same 
as la a Rural Recoosttucuoo Assoaauons 

Every member has to pay Re 1/ on admission Every soacl) 
•which is a membet has also to subsenbe a portion of its meotne 
from subscription donations etc., fixed by ine Union 

Liability The liability of the members is limited to Rs 10/ 

Administration Membet societies send their reprcseutatives 
to the General Meeting which elects a Board of Directors of 
9 The Sub Divisional Officer is the President ex officio Not 
more than 2 directors can be mopied 

The Board may purchase and stock on commission sale or 
otheruise agricultural requisites for sale and hire to the soaetics 
It has to keep an eye on supervisors appointed by the Provincial 
Cooperative Union and to xrpait on thejx rr> the 

Union Rules of business and regulations arc published by the 
Board 

Individual directors have the tight to inspect the books of tiie 
UmoQ- 
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Thcf mn}' undertake special supervision of societies near their 
home, enlist sympathy of local people and help the societies to 
come to an agreement with moneylenders or zaraindars. 

The Board is authorized to appoint an Executive Committee 
which, when appointed, is the chief executive body. It supervises 
the work of the Managing Director. 

The Managing Director is the chief executive officer and is 
responsible for the proper working of the Union. 

Profits : No portion of the profit is distributable. On 
dissolution the fund is credited to the District Rural Improvement 
Fund. 

(C) Constitution of a Better Living and Better Farming 
Society : The objects of a Better Living and Better Farming 
Society arc comprehensive. They are, (/) to encourage the habit 
of thrift and saving by setting aside a small amount, in cash or kind, 
at each harvest or other occasions for future needs, (;V) to prevent 
wasteful expenditure on marriages and festivals, {Hi) to reform 
bad customs, {iv) to settle disputes locally and, thus, so far as 
possible, avoid expenses on litigation, {v) to improve agriculture 
encouraging the use of good seeds, manures, implements and good 
breed of cattle, (w) to develop cottage industries as subsidiary 
sources of income, (wV) to provide educational facilities for 
members, and their children and to open libraries, (wV/)- to improve 
the health of the members by organising games, clubs, etc., (/.v) to 
teach personal cleanliness, (.v) to improve the sanitation of the 
village, {xi) to make arrangements for the ^storage of manure and 
refuse, {xii) to combat epidemics, [xiii) to'provide medical facilities 
for common diseases, {xiv) to improve rural housing conditi ons, 
(x'U to improve village communications and {xvi) in generaU to 
take all steps to improve physical, social, moral and economic 
condition of the members. 

Membership: Membership is open to all persons qualified 
under the Act, living in the village. Every member has to sign 
an agreement to the effect that he will obsersw any special rules' 
or regulations approved by the General Meeting and that he would 
be liable to a fine, not exceeding Rs. 100/-, in case of a breach of 
such rules and regulations. 

Funds : The funds are obtained from (v) membership fees, 
{b) contributions, [c] donations, and [d) fines. 

Membership fee is Re. 1/- per annum. 
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The society le\ lea a con ribution on the occasion of 
takme place tn the niembet s familj Such contributjom may, 
be lcvn,d foe carc) nc; out th« objects of the society The 
contnbution in both eases is decided bj the society 

No loans or deposits can be accepted by the society 


Liability The habilitv of the rocmbcis is limited to Rs 

Admintsttation The General Meeting, m addition to 
functions adopts the customs to be observed and fixes the m-ii 
mum that can be 5pcn« on each ceremonial occasion It lays do 
the rules and tcutilattons to be f »llov.cd by the soactics and a 
the rates of contnbmton 

The General Meeting elects a Managing Commiitcc of not 
thin 5 members including the President and Vice presidents 
levies contftbuuons, hncs members foe breaches of rules ® 
sut,pe*ts hyg cnic and moral rules and agricultural practices, '^ni 
are considered beneficial, to the G'neral Meeting It is the 
responsibility of the committee to see that the objcas of the 
are achiev ed and for this purpose it has to arrange for all necessity 
activities 

The Committee appoints a Sectetiryuho, if not a member, 
may be paid a salary or honorarium 

After the dissolution of the society, if, -withm 6 months, the 
members do not select an object approved by the society the funds 
arc deposited in a cooperate c or o her bank for a year If, withiQ 
the year, a new socic^ with the same objects is started, the funds 
are transferred to «u«.h society, otherwise the funds are 
generally, through the District Assoaalion for works of public 
utility m the villages of the distiia 


Working Although as stated before, better living acnv ities 
ucrc started on a cooperatne ba‘‘is in 1928, for some time evpci’^ 
mems vv ere earned out m order to find out how ^st better living 
aaivmes could be orgamsed 

In Benares, villages were ‘elected all over the district, on lh= 
basts of the Inclination of the inbabitanis of ihe villages tonanis 
such activities 

In Partabgath certain cemtes were selected and an attempt was 
made to organise better Itvtog activities around such centres 
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Both the systems presented difficulties in supervision. A new 
system was, therefore, tried in the Fyzabad district where a compact 
area was selected and the better living activities were concentrated 
in that area. This system has the advantage of making supervision 
easy and efficient. The system has been widely adopted now. 

The growth of better living activities can be judged from the 
following tabley. 

Years Total number of Better Living No. of Adult Schools 

and Better Farming Societies 

1938-39 549 X — 

19.39-40 l,4.36x — 

1940- 41 5,4 74 X — 

1941- 42 r>,4GGx 308 

19-42-43 .5,577 X 2G 

1943-44 o,439.x 19 

Note; In 1943-44 the figure was made up of 62 Better 
Farming Societies and 5,377 Better Living Societies. 

The figures indicate a very rapid expansion of the better living 
activities since 1938 39. Upto 1937-38 the better farming and 
better living societies were organised and run by the Cooperative 
Department. When the Congress Ministry came into office 
ambitious programmes were drawn up for rural development. 
Under the new ‘Rural Development Scheme’ the Government 
appointed new staff to organise ‘better living societies’. ‘The plan 
was to set up cooperative organisation with definite economic 
purposes like credit and joint sale and supply in the villages where 
the ground has been prepared by this propaganda for the organisa- 
tion of better living through group efforto,’ 

The subsequent growth of better living activities as shown by 
the large increase in the number of societies was the result of. 
Government drive. 

At present there ace two classes of cooperative better living 
societies in the Province : one consisting of those under the 
Rural Development Department and the other of those under the 
Cooperative Department. A very large percent.rge of tlie total 
falls under the first class, the number of societies under the 
Cooperative Department being not more than 229 in 1943-44. 

Separate better farming societies have been always few in 
number. The Central Better Farming Societies are nothing but 

X Afost of the societies are Better Living Societies. 

1. Figures dropped due to consolidation. 

-2. Annual Report of Cooperative Societies, in U. P., 193G-37. 
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■ The tabic shows that the better living and better farming 
societies have been able to do much by way of agricultural improve- 
ments. Still they iiave touched only the fringe of die problem. 
Inspitc of the large number of improved implements in use and 
the large area under improved cultivation a very small percentage 
of titc villages in the Province has been affected by the better living 
activities. 

So for as the general technique of .agriculture is concerned 
there is hardly any change noticeable. 

Sanitation : The sanitaty .ictiviiics of the better living 
and better farming societies include village aid schemes, 'construedon- 
of parapets on the wells, disinfection of wells, provision of 
medicine chests and dispensaries, construction of manure pits 
and training of dah. The following figures will show that 
substantial progress in making the rural surroundings more healthy 
has been made by the societies. The societies encourage sanitary 
practices and exhort their members to take steps necessary to avoid 
and combat epidemics which arc quite common in the rural 
areas. Arrangements for vaccinations and inoculation are made 
by the societies and members have to get their children inoculated 


or vaccinated. 

’Year Village 

Aiders 

Manure Dais 

Dispen- 

Wells 

Wells 

Disin** 


aid 

trained 

pus 

y 

saries 

parapets 

Fected. 

1930-31 

Schemes 

300 

SOO 

1,000 

400 

950 

400 

4000 

193G-37 

— 

— 

2,653 

1, 4 07 

2,523 

— 

— 

1937-38 

— 

2,590 

— 

1,680 

” 2,504 

4,064 

— 

1938-39 

— 

2,450 

— 

1,654 

2,044 

260 

- — 

19.39-40 

— 

— 

1,780 

3,053 

1,926 

— 

1940-41 

. — 

2,079 

. — 

1,763 

2,773 

— 

— 

1941-42 

— 

1,887 

— 

1,914 

3,109 

2,095 

15,135 

1942-43 

839 

1,930 

5,333 

1,020 

2,664 

2,196 

13,270 

1943-44 

0S2 

Figures 

not 

available 

2,571 

3,008 

12,1GG 

1944-45 

738 

Figures 

not 

available 

2,041 

2,046 

11,399 


In 1943 there were as many as 5,333 villages where die 
members kept their manure in manure pits outside die inhabited 
areas. Thus almost all the villages under better living societies 
have got rid of the practice of keeping manure in pits within the 
abadi. This step in itself has cleaned the villages a good deal. 

Disinfection of wells and construedon of parapets have also 
reduced the incidence of diseases in the villages by making the 
sources of water supply clean. At the same dme the villages can 
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thus no doubt tilt iht %jlUge$ und*c th* , Agjlih ot d'* 

fatmng societies lu\c ampH smten towards bettet h 
people m the rural areas 

Cuitailmem of Expenses The soaettes bare, also 
cutta 1 exp ns*s on raartiages and other ectetnon^ 

Bu the achtevenrnt in this direction has ”0* ^ rnwo^ 1 1'-* 
m simtation oi agncuUutal improvem-nia Uid 
old prejud CCS d e hird and the progtes> therefo 
direction could not be expected to be rapid A ../-Mcanb* 
some hing has been done and with ptopet piopaganda tn 
achieved 


In 1933 It is estimated that a saving of Rs one I 
effected o\ct cetcmoQCi mostly roatnages and the ? 
cconom es »ete catried out m4 22i ceremonies The tic^ 
only estimates It can not be known c’cactly to what cst 
members of the societies have benefitted from such acuviues 
such It IS no use discussing hgures 


Educational Since the reform of bad customs and the 
lopraent of samtatf habits depend on education the 
undenaken educationvl activities also Manv of the better % 
and bettet farming societies tun stiiooh for the education o 
members and their children 


Factors retarding greater development Although b 
living and better farming soaettes have done much they have 
been able to achieve what uas expected of them 

The mental outlook of the rural masses has not change 
They have undertaken improvements not because they want it 
ate convinced of their usefulness but because they have been 
do so The societies have nor been able (o create an utg® . 
bettet life among the people A change in outlook can cotnc on 
from eduemon and intensive propaganda and both of them hat 
not been adequately undertaken by the societies 

Another reason for the failnte of the soc cues to bring ab ^ 
dtasuc changes m the hv log cood tions is the lack of cnthusias 
among the officials of tlie Ratal Development Department who 
were responsible for th- rapid expansion of better Imng activities 
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The officials cate more for their pay tlian for the welfare work and 
perform their duties in a perfunctory manner. Missionary spirit is 
infectious, and if the work was undertaken widi tliat spirit enthu- 
siasm of the organisers would have spread and a real demand for 
continuing efforts for improving living conditions would have 
continued. Town bred officials have little in common with the 
village people and can never win their confidence. 

The societies being run by a Government Department, the 
rural masses are suspicious of them. They give an impression that 
there must be some ulterior motive of the Government in organising 
better living activities. They fear that all this is being done so 
that the Government may have a larger income from land revenue. 
They, therefore, do not heartily cooperate with their societies. 
For the improvement of rural conditions wholehearted cooperation 
of the people is absolutely essential and without such cooperation 
better living activities can never succeed. 

The restricted development of better living activities has, again, 
been due to inadequacy of finances. If the living conditions of the 
millions of people living in the rural areas have to be improved a 
large amount of expenditure must be incurred for at least a few 
years. As the people realise the utility of better living activities 
they will begin to contribute tliemselves. But to start with the 
burden of financing the activities has to be borne by those who 
initiate the scheme. So long as the Congress was in power in the 
Province within their limited resources they made provisions for 
such •activities. They, however, stayed in office for only a short 
period and the grant made by the Government after the Congress 
Mnistry went out of office decreased considerably. Better living 
acdvities could, therefore, never'reach a stage where their useful- 
ness could be clearly demonstrated and people persuaded to conti- 
nue such activities voluntarily. 

No thinking man can deny that in the interests of nadonaF 
progress better living acdvities are urgently required in the 
Province. Steps should, therefore, be taken to rehabilitate better 
living and better farming societies on a sounder basis. Better 
living activities provide a good training in the principles and 
pracdces of cooperation without which there is little hope for 
agricultural regeneradon. 

Steps suggested : Better living and better farming societies 
should not attempt too much at the beginning. It is, no doubt. 


28 CM 
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Chapter xx 

COOPERATIVE CONgXID™ OF HOLDINGS 

We heve seen to ^ ^ attempt has 

raise the standard and better farming societies to 

been made by the better lu g ^ introducing good 

S. tTLTta^/bet^^^ manute and bettet t«ga.tonal 
facilities. direction has not been remarkable mostly 

due t?»;i“onta\agmeneation of holdings pteva.hng .n 

"‘rg as the ioint fantily ^ys^m^was i-et 
subdivided after the as a result of the impact of 

*:st»str:XSrrbdivision has increased con.st- 

The “'^“‘““Se“fo™reqS°stae^ different 

worse. A “ «aUy e«Kises t2is right. The result is that 

la“d L ™t od/“bdiv!ded, the holdings are scattered also. 

Evils resulting f™” ^f^Tdmiled d^t^s^ol 

mentation ate patent eno g be supervised. Time and 

The plots being scatter another. Land is 

energy are ^^^ted m g^^ g litigation occurs due to 

wasted in j tresoasses. Improved implements cannot 

boundary disputes an P small. It is beyond the naeans 

be used as the size o p every plot, and lands 

of an average cultivator to s conditions agricultural 

cannot be pwpedy irrig^t d farming cannot be 

operations become stereotype 

undertaken. „i„.r;no- i-hat it has long been 

The disadvantages are g ^^pj-uitivator prosperous frag- 
recognised that I l^b°^1:edu°ed’^^^u?how Jhifean^be achieved has 

riu«:hu'^„'of™ruc"ld ho achieved, in lnd„. 
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The rate of subscription charged from the members is deter- 
mined by the General Meeting. 

Liability : The liability of the members for the debts of the 
society is limited to Rs. 5. 

Administration: As usual the General Meeting is the supreme 
authority. Two important functions of the meeting are deter- 
mination of the rate of subscription and discussion and approval 
of all proposals for rearrangement of holdings. 

The General Aleeting elects a managing committee of at least 
5 members. 

The committee draws up a plan of rearrangement of holdings 
according to the accepted principle and submits it for approval 
to the General JN'Ieeting. It gives effect to the approved scheme. 
If necessar)', it may also formulate a scheme of rearrangement of 
consolidated holdings and get the sanction of the General Meeting 
for the same. The transfer of land according to a scheme of 
consolidation is a permanent one. 

The members of tlie society can exercise only one vote. No 
proxies are permitted but written opinions on matters in the agenda 
can be submitted by an absentee member. 

The chief officer of the society is the secretary appointed 
by the Committee. He may be paid an honorarium if he is not 
a member of the Committee. 

Registers : The society among other records maintains a 
khetauui, a map of consolidated area, a list showing the area of 
land of each member, and a field book. 

One of the members living in the village or an official of the 
society' is appointed to keep the registers and papers of the society. 

The profits of the society are indivisible. 

The societies in the U. P. are organised on a purely voluntary 
basis. Intensive propaganda is carried on for consolidation of 
holdings before steps are taken to organise- the society. Societies 
are registered when proposals for consolidation are complete and 
have received the assent of every applicant for membership. The 
work is done by persuasion. Sometime the efforts for consoli- 
dation are wasted because one or two members fail to agree to a 
proposal. 
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Th= , At«“r" 

fiomtbefollovring Aica conso'i' j^rd 

x^aimber dated 

^tty stnaW 
D-5 

8,800 Bighas 

12,075 .. 

11,064 .. 

22,000 „ 

8.7U „ 

8,507 - 
15,128 
0,007 
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In view of the urgent need for consolidation of holdings the 
achievements of cooperative consolidtion of holdings movement 
are poor indeed. 

Difficulties : Difficulties in the work of consolidation have been 
felt from tlie very beginning. Not till consolidation of holdings 
gives rise to better farming can the advantages of consolidation be 
brought home to the minds of the agriculturists. With that in 
view, as early as 1927, the experiment of consolidating the holdings 
of a few selected tenants and introduction of better farming on 
their land was tried. The object was to achieve through demons- 
tration what could not be done otherwise. But the experiment 
failed as tlie cultivators did not come forward to get tireir holdings 
consolidated individually. The work of consolidation had, 
therefore, to proceed on the old lines, purely by persuasion of all 
the cultivators of an area. 

Besides the difficulty of making cultivators agree to a plan of 
consolidation another difficulty the societies have to face is that 
mortgagees ate not willing to join in the scheme of consolidation. 
They are afraid of losing the security for the loans advanced against 
mortgages. 

Many cultivators, again, are not willing to join the con- 
solidation societies because they have held their plots for genera- 
tions and are quite attached to them. They do not want to part 
with their plots. 

Minors and absentee land-owners also create difficulties. The 
guardians of the minors hesitate to consolidate the land of die 
minors. They fear legal action, that the minors may take, when 
they attain majority. 

The help given by the state, too, has been meagre. There 
were only 12 supervisors detailed for the work of consolidation in 
1936-37 in the U. P., while in the Punjab no fewer than 224 
Cooperative Inspectors were engaged in this work. 

Another difficulty, which is not fully appreciated by the officials 
and general public, has been the hostile attitude of the T?ativari. 
Once the area is consolidated the Vahvari loses his hold over the 
cultivators, and one of the chief sources of his outside income 
disappears. He, therefore, never encourages consolidation. Since 
his hold on the masses is sufficiently strong, he, very often, is 
responsible for failures of attempts at consolidation of holdings. 
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Bm the gtBtest dilTtcully of the ‘'°’LMd 

societies IS the complesity of land tenures m the P™'® j 

tenures arc not simple as m the Pttn)ab There arc diffc fP 
of rights m land If these itghts are to be transfer^ to nc 
plots and blocks they must be cmctly dctctniined Eapeil legt 
assistance is thus necessary At the same time land n 
temjin afraid of losing th«r rights 

Even if once consolidation is affected the process 
dmsion starts again as the original members pass ® _ 
course of time a fresh rearrangement of plots has to be und 

In view of these Ucaty odds It IS surprising indeed that con 
sohdauon has at all been possible 


U P Consolidation of Holdings Act, 19 J9 It has now be 
recognised that roluntar) efforts alone cannot bring about a 
consolidation of holding, a feature absolutely necessary lot 
imptovcincDt of agricultural production, and some sort ot c * 
pulsion IS necessary On this basis the Government hive pas*^ 
an Act ijiou n as ' The U P Consohdauoo of Holdings Act, 

The Act extends to the whole of the ProMnee cscept the 
Division, Jaunsat Bawat Pargaoa of the Dehra Dun disttict 
a portion of Mttzaput district, south of JCairaut Range 

The Act, however, provided that Government may, by 
nouficatioo m the ofhaal Qixeiie direct that the Act shall apply ‘ 
the Kumaon Division ot any portion thereof 

The Act came into fotce on the 27th January, 1940 

According to the Act the propnetot of a village or 
the Jamhfrdir, ot the cultmtor of more than l/3rd the total 
cultivated area of the village may apply to the consolidation 
officer for an order of consolidation of such a village lo 'he 

application a list of their holdings and the areas of such holdings 

have to be given 


After the application has been ttcened the consohdanon 
officer notifies that an application for consolidation has been made 
and invites objections Such objections must be filed within u 
month After hcaimg the objections an order is passed for consoh- 
dation unless it is found that the applicants do not culuvatc more 
than I/3rd the cultivated area or die Collector thinks tbit such 
an order should not be given *1^ decision of ie consoUdaiioo 
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to such cultivators lo case this is not possible compensaUOQS for 
improvements arc paid 

Any amounl due ftom a culmatot is rccovrobic as aitan of 
land revenue 


Tha Act also pravides that after cooioWanon *0 ong^ 
rights will be passed on to new holdings, lease or S*S 
also tviU be so transferred 


Appeals against decision on objections, compensation 
to the Collector within 60 days of the passing of the order 
Collector has also the power to call for record and procceoms 
and to refer the matter to the Board of Rc\ enue 


No suit under the Act hes in a Civil Court regarding 
aasiQg out of consolidation and the lirmtauoo Act too does 
apply 

The ConsoUdauon Officer determines the cost of consohditioa 
and distributes u among the persons affected 

Proceedings under the Act are eiempi from the court fees. 

Directions conccming vanons matters can be issued bf tb* 
Board of Revenue 


Since the passing of the Aa the work of consohdauon 
being carried on by the cooperative societies and consoudatio 
officers side by side 

The cost of consoltdatioo pet acre came to Rs 1/S m 1913-44 
m the consohdation of holdings soaetics 


The future During die post war years great dianges ^ 
expected m every sphere of nattonil life m the Province An 
attempt will be made to have a planned agnculmial development in 
order to increisc agricultural ptoducuon qualitatively and quantita 
lively Thc\efyficststepnccessatyfot this will be a tc atfangement 
of holdings to ensure better supervision of agiicultutal operation^ 
better itnntion and a more economic size Consolidation through 
the consolidation officers appomicd under the Act of 1939 wiU not 
be great, however It is bound m look suspicious However 
good the mtenuons of the authonties may be their actions arc 
likely to be misconstrued *nictc w altcidy a general tendency 
regard consolidation through dus agency as Government sponsored 
with an ulterior motive of meteasmg land revenue and rent 
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Under such circumstances if a rapid consolidation of holdings 
is desired there is no alternative but to undertake it on a coopera- 
tive basis. Cooperative consolidation of holdings societies, there- 
fore, have a great future if the defects in their organisation and 
working which have been revealed by the past experiences are 
removed. 

How the Consolidation of Holdings Societies can be made 
more effective : Consolidation of Holdings Societies have so far 
been registered only when a scheme of consolidation has been 
agreed to. Due to the obstinacy of one or two individuals some- 
time consolidation had to be dropped. A consolidation of 
holdings society should ,be registered even though there is no 
agreed scheme of consolidation provided the people believe in 
the idea of consolidation. Once it has been registered the 
decision of a 2/3rd majority will be binding on all the members, 
and simply because a complete unanimity regarding a scheme is 
not possible the work of consolidation will not be given up. The 
societies will have to enforce their by-law regarding the applicability 
of a 2/3rd majority decision to all the members rigidly. 

The Government ,aiso should come forward with a more 
liberal grant for tlie consolidation of holdings society. After all 
the state will benefit from consolidation of holdings. Where, as 
a result of better farming, agricultural production is larger and 
better the revenues realised by the Government would increase. 
It is, therefore, in the interest of the Government to bear the cost 
of consolidation. 

The handicaps which the societies have faced so far due to 
the presence of mortgages and minors can be easily overcome. 
If the mortgagees are assured that they will lose nothing by consoli- 
dation and if the guardians of the minors are made immune from 
legal action in respect of consolidation of holdings of their wards 
such persons will raise no objection to consolidation of holdings. 
Here, again, the help of the State would be necessary. Govern- 
ment would have to enact that the same rights which a mortgagor 
has over the land originally mortgaged will be transferred to new 
plots held by the mortgagor if the holdings are consolidated. 
Similarly the Government would also have to' declare that no 
suits will lie in any court against the guardians of the minors in 
respect of consolidation eflFected through a consolidation of 
holdings society. 

The method which was adopted in the beginning of the 
Movement in the Punjab may with advantage be tried in the U. P. 
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CHAPTER XXI 

IRRIGATION SOCIETIES 


Agriculture in India has very aptly been described as ‘a gamble 
in' monsoon/ Rainfall is neither regular nor well distributed over 
the U, P, There are many tracts where, even in a normal year, 
irrigation of ordinary crops is necessary. 

Even in pre-British days the State recognised the importance 
of good irrigation and constructed canals and tanks, but in the 
chaos that preceeded die British rule many of the irrigation works 
were destroyed or fell into disrepair. The British Government 
have spent huge amounts to make some of the works serviceable 
and to provide a net-work of canals in die Province. But over 
a large area in the Province sdli the culdvators have to depend 
upon their own resources and a greater portion of the cultivated 
area has to be irrigated from wells and tanks which are privately 
constructed and owned. 

Subdivision and scatteredness of holdings, however, make 
satisfactory irrigadon impossible. The plots are so dny and 
scattered that it is not within the means of an average cultivator 
to sink a well in each plot to irrigate it. The result is that no 
better farming can be undertaken for want of sufficient water. 

So long as traditional agriculture was pracdsed the people 
did not feel the necessity of improved irrigadon so much. Now, 
however, there is a tendency for commercialised agriculture, and 
it has been increasingly realised that intensive farming of cash crops 
can not be undertaken without improving the sources of water 
supply and udlising all the water that is available for irrigation 
purposes. 

In 1929-30, therefore, irrigation was organised on a coopera- 
tive basis and two cooperative irrigadpn societies were started. 

Constitudon and working : The objects of a Cooperative 
Irrigation Society are (/) to provide suitable means of irrigadon for 
the members, (//) to raise loans wherever necessary and to advance 
loans to the members, {/») to provide water lifdng appliances 
and (/>) to develop mutual aid, self respect and self .dependence 
among the members in order to make them better cooperators. 
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irrigation societies 
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During the last four years the scarcity of building materials 
and appliances has been responsible for slowing the pace of 
improvements in the societies. 

As is apparent from the figures given above, the progress of 
cooperative irrigation can hardly be called satisfactory. Out of 
the 48 districts there are only 21 where cooperative irrigation is 
undertaken and even in these districts not more than a few 
villages can boast of a cooperative irrigation society. Cooperative 
irrigation has thus hardly touched the fringe of the problem. Over 
a very large area irrigation is completely unorganised still and the 
cultivator has to do it individually as best he can. 

Reasons for slow growth : The main reasons why the 
societies have not multiplied themselves many times have been 
the differences regarding the order of precedence in which water 
is to be taken by the members of the society. Factions are the 
bane of rural life and have been responsible for the deterioration 
of many a society. 

Another difficulty has been that long term finance has not 
been easily available. 

The feeling that joint property is neglected by all has also 
been responsible for the indifference of the people. 

The future : The last war has changed the situation com- 
pletely. In order to restore normal conditions in the Province during 
the post war years big schemes of post war reconstruction have been 
drawn up. Among these schemes hydro-electric developrnent 
and extension of the canal system find a very important place. 
Cooperative Irrigation Societies, therefore, have a very bright 
future before them. When the hydro-electric grid is extended the 
whole of the Province can be covered with tube wells constructed 
at the cost of the State for irrigational purposes. Organisation of 
cooperative societies for the tube well areas will be the best method 
to ensure that the water is equitably distributed, that no wastage 
occurs and that the irrigation charges are promptly realised without 
too much official interference. 

Apart from the development of hydro-electricity the post- 
war plans envisage a great development of agriculture also. A 
drive for better farming is inevitable, therefore, within a short 
time. Better farming will necessitate an extensive development of 
irrigation facilities every where and this opportunity should be 
taken to develop irrigation societies on a large scale. 
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The objects : The objects of guaranteeing unions were two- 
fold. Firstly, the aim of the Unions was to supervise effectively 
the worldng of the cooperative societies affiliated to them and to 
undertake forther development of cooperative activity in the area. 
Secondly, they attempted to assess the credit of the co-operative 
societies and offer a guarantee on that basis to the financing 
institution. 

The Unions were to decide matters of common interest and 
to advise and assist the affiliated societies. 

Membership : Membership of the Union was open to all 
registered societies within a radius of 5 miles from the head-quarter 
of tlie Union. 

On admission the Chairman and 2 members of the committee 
of management had to sign a declaration accepting the right, duties 
and liabilities of membership. 

Any member society could be expelled for wilful disregard of 
the by-laws or any other regulations and for bad or careless 
management of the society. 

Rights and Duties of Society : The members had the right to 
have the accounts and the management supervised by the Union 
Committee and the Union staff and to have their borrowings 
guaranteed. 

The societies on their part had to administer their affairs 
according to the by-laws and to carry out all the instructions 
received from the Union, Any change in the financial position 
of the societies had to be intimated to the Union Committee. All 
facilities for inspection had to be provided to the Union staff. The 
societies could not take any loans or deposits in excess of the 
limits fixed by the Union. 

Liability ; The Union itself undertook no financial respon- 
sibility but the liability of every affiliated society for the debts of 
affiliated societies was limited to the maximum amount of loans held 
from non-members during the previous 12 months or to 1/2 the 
total working capital of the society, whichever was greater. 

The liability of a past member continued for two years 
after the cessation of membership. 

Funds : The funds of the Union came from the societies' 
contributions at rates determined by the General Meeting and 
approved by the Registrar. 

Administration : The General Meeting was the highest 
autliority and consisted of delegates elected by the affiliated societies. 
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The Unions could neither relieve the central and district banks 
nor could they secure better terms from tlie banks for the affiliated 
societies. They were found to be an unnecessary institution and 
died a natural death. 

Causes of Decline : The causes of decline of the guaranteeing 
Unions were many. • 

(/) The Unions did not have sufficient funds to employ an 
adequate supervising staff. The supervision of the societies could 
not be undertaken efficiently and the banks got no relief. 

(«) The additional guarantee offered by the Unions was more 
or less a paper guarantee. The affiliated societies all had unlimited 
liability already. 

(///) The Unions, not being an institution due to the "spon- 
taneous demands of the societies themselves, were regarded to be 
institutions for the benefits of the financing banks. Tlie advantages 
to the societies were only imperfectly realised. 

{iv) The Unions also failed to secure any reduction in the 
rates of interest charged by the banks. The societies, thus, did 
not receive any advantages in return for the additional liabilities 
undertaken by them and were unwilling to join the Union, 

With better cooperative education and support from the banks 
the guaranteeing unions were capable of benefitting both the 
cooperative societies and the central banks. Time was not yet 
ripe for their introduction and like many good intentions they 
also miscarried. 

Since then a new system of supervision has been devised in 
the Province making the establishment of guaranteeing or super- 
vising unions unnecessary. The Provincial Cooperative Union 
was instituted in 1928 to which supervision and development were 
transferred by the banks. 

The central banks are now concerned with only the financing 
of the movement. With the opening of the Cooperative Provincial 
Bank in the U. P. it is hoped that the banks will find no financial 
difficulty in meeting the requirements of the societies and will be 
in a position to finance the movement satisfactorily. 

If at any time due to the expansion of the financial operations 
of the banks any link between the primaries and the banks is 
considered desirable, guaranteeing unions will be well-worth a 
trial because cooperative education now is more advanced than 
what it was two decades back. 
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CENTRAL BANKING UNIONS CENTRAL AND DISTRICT 
BANKS 

Undet the CooprrjmeSociciiM Act of 1004 higher 
uve finance was not recognjsed Rccognuion was giscn on f 
rural and urban cred t societies Between lOW l‘Jli 
number of cooperatne societies sprang up in the Ptosincc 
absence of a central insututioo the credit societies had to tacc 
many difficulties 

Difficulties of Cooperative Soattics in the absence of a 
Central Institution {a) The societ cs could not attract saffiaent 
capital to meet the requirements of their members People in u'C 
rural areas did not hate much to imest and those who bad did not 
consider coopetauve soaeues quite safe 

The jomt stock banks m the Province uerc however, not 
suited to nelp the pnmacy soaettes 

The secunty which the cooperauve soacuw dennndeS was 
personal and therefore, unsuitable for a joint stock bank which 
insisted on mateml security 

Cooperative Societies again lend for comparatively longer 
periods and hence the joint stock banks aic Tcluctant to accom 
modate them Joint Stock Banks want a quick turn over and 
cannot afford to lock up tbcit capital in agricultural credit. 

Any insutuuon which advances money to primary societies 
in order to be successful must exercise careful supervis on over 
the societies which is not possible lo ihc case of joint stock banks 

(ii) The work of the credit soaettes remained un co-ordinated 
Only the Cooperative Department could supervise the movement 
but the supervision could not be close This type of supervision 
was not desirable uther Cooperation ts a people s movement and 
mieroal supervision must be provided by cooperauve institut ons 
tberasehes 

(f) Further development of «»~opcfauve activity in the 
absence of a central institution was greatly hampered The 
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Cooperative Department did organise co-operative societies in 
different areas but the societies, not being initiated by the people 
themselves could not possess a strong cooperative character. 

It was to remove these difficulties that central institutions 
were recognised in 1912. 

Central Institutions before 1912 Act: Even before the 
amendment of the Act of 1904 central institutions existed, how- 
ever, in the U. P. The pre-Act societies had a wide area of 
operation and when they were registered as co-operative societies 
they were organised into 'Patti Societies. These banks were nothing 
more tlian central institutions dealing witli societies as branches 
and not as independent societies. When the Act of 1912 was 
passed many new central and district banks came into existence in 
the Province. 

Different types of Central Institutions; Three Different 
types of central institutions have been evolved in the U. P. with a 
process of trial and error. There are district banks covering the 
whole of the district, central banks working in the interior of the 
district in a smaller area and central banking unions having only 
co-operative societies as their share-holders. 

(i) Banking Unions Objects ° : The objects of the Banking 
Unions are to finance co-operative societies affiliated to them and 
to supervise and develop co-operative societies in their area of 
operation. 

Area of operation ; The area of operation of the banking 
unions should not be very wide as effective supervision over the 
societies will not be possible in that case. The area of operation 
has to be determined with reference to the facilities of supervision. 

Membership : Membership of the Union is open only to 
registered co-operative societies in the area. Individuals are not 
admitted to the membership of the Union. 

Funds: The funds of the banking unions come from the 
following sources : (a) Shares, (/>) Deposits, (c) Loans and (it) 

Reserve Funds and profits. • 

Shares : The value of shares according to the by-laws is 
Rs. 100. Only Rs. 25 are called up — Rs. 2/8 on allotment and 

* 


According to by-Jaws of the U. P. 
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coopted for a year. second year one half of the remaining 

one year and at the close of d can^iold office for more than 

original directors, wo cnreciui. 

two terms. . l-.e elected a director if he 

A representative of a relation is in theseiivice of the 

is less than 25 years m a director if he ceases to be 

Union He automatically ceases to nc 
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the Inspector of Cooper 
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' The Board of the directors. 
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cc^o^tR^^\FMO^rMLNTl*lu p 


MMasms D.<cc!ot The Direcmtcoosidets jppU 

canons fot loans mspens some alTilmed '"f 

fixed deposits and sul mits a monthly prepress tepott to the Uoaw 
The Manacer i\ the chief offiml of the lUnk 
In all meeiinj^s ihe memb'-ix can exercise only one sole 


Loans from the Unioni Loans can be gu co by 
unions inly to the socieucs affhated to them 'Attn 
sanciKo of the Registrar loans can also be advanced to no 
ailil ated registered societies 

Loans ate aKays vinhin the marimum credit fixed h} the 
Board for the societies but m no ease util the loans excceoo 
Hires ihc called up value of the shares held hr the society 

Loans arc iniartabl) gi^en fot specific purposes Two systems 
aicadopted Dthet a cash credit is allowed or loans has c to be 
tepaid m a fixed number of mstalmems Cash credits are alloww 
only to specially selcciel sue cues with the approsal of the 
Registrar 

Loans advanced fot agricultural purposes arc repayable either 
from the rabi or Hmf crop Catcosioo can be allowed for 
special reasons 

Penal imetcsf not exceeding 3%, may be charged with the 
permission of the Registrar on oxetdues 


Profits The profits arc distribuied in the following manner 
(1) 124th of ihc profits at least is credited to a Reserve fund, (2) 
pxoi ision 1 $ rrnde fot bad and doubtful debts, (3) a dividftid » 
declared not exceeding 7%, on paid up share capital, (4) 10% 
can be used for cbamablc purposes (o) a budding or dividend 
cqualiJing fund can be cteaied and (C) the Reserve fund may be 
strengthened or ih cemuoder earned to the next year $ profits 
The Reserve fund is indivisible In case of dissolution the 
funds of the Union including the Reserve fund, are first applied 
to discharging the habihttes TTien the paid up share capital is 
returned If funds permit, a dividend of not mote than 7% is 
distributed for any period a dividend was not declared 

If anytlung remains it can be used forsome object of public 
utility decided by the Board and approved by the Registrar In 
case of no derision being taken by the Board withm 3 months the 
fund> can be used for helping owperative societies in the neigh 
bouihood or for the development of Cooperation in the district 
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Progress : The number of Central Banking Unions has always 
been small in the Province. In the year 1913-14 there were 14 
Banking Unions, in 1921-29 and in 1944 also only 9. Not more 
tlian a few hundred societies are affiliated to the banking unions. 

The banking unions did not become popular as even they 
could not attract sufficient capital locally. The investors preferred 
to invest in district and central banks and the banking unions 
still had to depend on them for funds. Being an intermediary 
between the primary societies and district banks, an addidonal 
margin had to be provided and a better rate could not be secured 
from die banks by the banking unions. 

The administration of the banking unions also could not be 
an efficient one. Suitable men were not available for adminis- 
tration as the Committee of management was drawn from the 
membership of the societies. 

District and Central Banks : District and Central Banks have 
the same constitution, the only difference lies in their area of 
operation. The district banks are situated at the district head- 
quarters arid cover the whole district while the central banks 
have their headquarters in the interior of the district and work 
in a smaller area. 

Constitution ; The constitution of the district and the central 
banks is of the mixed type. Both societies and individuals are share- 
holders of the banks. From the point of view of cooperation a federal 
type of bank, wherein only societies are share-holders, is the 
most desirable. Unless, however, influential people join the bank 
as share-holders it does not- possess the necessary prestige to 
attract good deposits. 

Presence of individuals in the banks is necessary from another 
point of view. To strengthen the administration it will be neces- 
sary to have on the Board of Directors educated people who 
have some' banking experience. The members of the societies 
do not have this and it can be provided only by including indivi- 
duals as share-holders. 

Objects : The objects of co-operative district and central 
banks are to finance, audit, supervise, and develop cooperative ' 
societies registered under the Act within their area of operation. 

Membership : Membership of the banks is open to re- 
gistered cooperative societies in the area and individuals residing 
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As regards reserve liability in cooperative societies the same 
objections do not apply and even the Committee was not against it. 

Preference shares enjoy preference in the matter of repayment 
of share capital and dividends. 

Deposits : Deposits in the central and district banks come 
from professional men, small zamindars and other sections of 
middle classes. These banks tap new sources and are not in -com- 
petetion with the joint stock banks. 

Current deposits are discouraged by the banks. But where 
banking facilities do not exist and there is a real demand for this 
class of work current deposits ate also accepted as it has been 
found that such deposits lead to fixed deposits. 

Regarding saving deposits the hlacLagan Committee recom- 
mended that because post office savings banks facilities are avail- 
able saving deposits should not be freely accepted by the banks. 
To encourage thrift, however, their acceptance is not ruled ut 
altogether. 

Since the current and saving deposits cannot serve as working 
capital, for the purposes of the banks, they are not very useful 
unless they ate covered by a high percentage of fluid resources. 

Fixed deposits are the most suitable for the central and 
district banks. If a major portion of the deposits comes from 
fixed deposits a very small percentage of fluid resources need be 
maintained. The funds also can more safely be used as working 
capital. 

In most of the provinces of India a part of the Reserve Fund 
of the cooperative societies is invested in the central and district 
banks as deposits. This is the case in the U. P. also. The practice, 
however, is not desirable. Reserve fun^ should remain with the 
society so that it may be utilised as, working capital when the 
necessity arises 

The societies also pass on deposits in excess of their limits to 
the district and central banks. 

Deposits should be so accepted that the re-payments are spread 
over the whole year and at any particular time the amount of 
deposits to be repaid should not be more than the amount expected 
to be collected from the re-payment of loan instalments. 

In the U. P. the deposits are generally accepted for one year. 
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l/>ans Loms aie obiamcii bf the banks 
soctnies and jomt stock banks The share capital and d^nn 
ate ccneially einragh to meet the tctjuirements of Ac “r 

in tight periodb lempotat) iccotntrodatton is needed and » casuy 
foith coming 

In the afacenctt of a IVotm lal Bank, till ^^*^*y*. ^ 
capital teas obtained ihrotigh mtcflendjng between the binfcs 
Tbir system was both uneconomical and undesirable 

Only <ho« term lending u*as possible as the banks flee4ed the 
opital themselves and could not ailbrd to lock up theic capital iM 
an? length of time Inteticndiog gttes nsc to another very 
serious diilicuUy It leads to imeilockiog of habilmes and 
dzfhculues m one or tao unsound banks may lead to a collapse or 
the entire central bank^ system Although intcrlending between 
the banks has al^ aj s been sub|cct to the sancuoo of the Kegwtrw, 
effective check his not been possible Necerthele's, in the 
absence of a Ptovmcul Bank loictlcndtog was the only methoo 
available to the banks of utilising theit surplus funds for the 
general good of the cooperame movement 

Loans and deposits should not, hou ever, erceed the maximum 
liability fused by the general meeting every year 


Reserve Fund At least 25% of the net profits are 
credited to the reserve fund every year The accumulations 
increase with the passage of time and the fond can be used as 
vrosking capital 


Other Funds Other foods and profits which are cot 
distributed can also be utilised if necessity arises 

Liability The liabiliij of both the types of members for 
the debts of the bank is limited to the nonunil value of their 
shares 


Administration General meeting The general meeting is 
the highest authority in the bank In the gcnctai meeting 
tnembet societies ate rcpicscnted by their delegates AU in 
dividual share holders are members of the general meeting 

All members, whether preference or ordinary shatc>holders, 
have only one vote 

The powers of the general meeung 
credit SDCieues 


are the same as m 
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The Board of Directors is elected by the general meeting. 

Board of Directors ; The chairman of the Board of Directors 
is either the District or the Sub-Divisionaf Officer ex-officio or 
one of the share-holders elected by the Annual General Meeting 
for a year. 

The Board consists of 12 members elected by the general 
meeting. The directors hold office for 3 years. At the close of 
the 1st year Jrd and at the close of the 2nd year | of the remain- 
ing elected directors retire. A director cannot hold office for 
more than 2 consecutive terms. 

No preference share-holder can be elected a director («) if he 
is less than 25 years of age, (b) if he holds a paid office in the 
bank, (c) if a near relation is employed by the bank, (d) if he holds 
shares less than Rs. 250/- in value, (e) if he has been a member 
for less than 12 months, (/) if he is an undischarged insolvent, {g) 
if he has been convicted of an offence involving moral turpitude 
or suffered imprisonment for more than 6 months, {h) if he is of 
unsound mind or (/) if he is known to have done anything 
maliciously against the interests of the bank. 

No director who is a preference share-holder can contract a 
loan from the bank, lend money to the bank on more favourable 
terms or hold any lease or contract from the bank. 

The provisions c,/, g, h, i, apply to other directors also. 

A director ceases to be one for failure to attend 3 meetings 
consecutively. 

The Board can co-opt two directors either government 
servants or others interested in the movement with the permission 
of the Registrar. 

The duties of the Board of Directors are the same as the duties 
of the Board in the Central . banking Unions. In addition, it is 
required 'to keep an eye on the supervisors employed by the Co- 
operative Union and to report- shortcomings and defects in their 
work and conduct to the Union. 

Individually the directors have the same responsibilities as in 
banking unions. 

Executive .Committee : The Executive Committee of the 
bank is appointed by the Board and has powers identical with 
such committees in the central banking unions. 

Managing Directors : A Managing Director may also be 
appointed by the Board. 
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Year 


Share capital 
lakhs 


Deposits 

and 

loans 


1915-16 

1919-20 

1923-24 

1927-28 

1930- 31 

1931- 32 

1932- 33 


8-94 

12-37 

1904 

23-25 

22 99 
23-13 
23-50 

23 59 


1934-35 

22 92 

1935-36 

22 42 

1936-37 

22-44 

1937-38 

22-60 

1938-39 

22-65 

1939-40 

23-21 

1940-41 

23 96 

1941-42 
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1942-43 

26-70 

1943-44 

26-41 

1944-45 
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44-01 

36-46 

46- 39 
44-49 
49-61 

47- 35 
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39- 97 
37-53 

40- 26 

42- 44 

43- 29 
49-78 
54-00 
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66-16 
66 26 
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of owned 
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of 
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not available 


250 


cooPE'!''’"''® Rescl'i: 

t'« ^ ■"' TC “pen «'trl»ron -V 

’the miW"'- ''“"'oclaies as >'>'? ““^^.,c consideied bj 

fends ro Ibe The snaeuM aloof 

.PfeelSosalnE*^^^^^ "S' 

tal aihi® 'b' ° ,°„ The moneylendeis ha hantans , *;” 

!SSS*BSr— .*•«;“ 

.:*rri*“-s*{5Ntrsn^^ 

f=s/-f '““&h5.ah .he nasal p.oblams 
Schnamess s,p»pa*«.=ally 

-~-S=.-:=™S= ” " 




251 


^r-M-rn,\T and DISTRICT BA>3K:S 

cbntrm. banking unions, CENTR 


Loans to societies 
lakhs 

1937-38 • '’‘’rj 35-U 15 86 

1038-39 ’ 42-94 ,5.20 

1939-10 ^*.gQ ... •;:„ 15.44 

1910-41 43-29 

|f„ .0 05 I- ,0S5 

Sf «5 ■ «■« . , “ *c societies from the banks^ 

Loans 'verc freely received^ at 

ovetdnes has been b lemam 

interest chatgea oy js ,hc centra 

“S: to «dtc die rates. The average for 
been able to reau central banks nave .^-.pMes 

S-a»“eI V&^iiabie to nl^^ in 

LlteUngo : ^ centra ba^s 

Srhf S a very nnfortuna.e feature 

banks. ■ , ,. „ 0,3 been practised can be seen from 

How fat interlendmg has been p 

the following table . j ^ 

T akbs of Rupees 

T orirfines Borrowings q^otal of 
Borrowings taken " grid repaid to Columns 

v- ’>^gro‘h“ 

C»t.al Banks Banks H & HI 

T TJ. „ ao 7.10 

0.69 ' 3-61 7-43 

u .l.no C^ 


Loans 

recovered 

33-93 

35-U 

42-94 


Out 

standings 
lakhs 
48-88 
54-0 
56 04 

45-56 
50 73 
47-73 
65-69 


Over-dues 

lakhs 

16-7-2 
16-38 
15 86 
15-20 
15-44 
11 43 
8 85 
10 69 


X 

Lendings 

recovered 

y* 


Borrowings 
repaid to 

_ ^ 1 — 


recovered ^'=1'“, 

from Central Central Banks 
Banks r 


Total of 
Columns 


^ .. r> o uy 

1916-16 3 gg 

1919-20 j^.QQ 

1923-24 
1927-28 

1930- 31 ^.gg 

1931- 32 g_25 X 


II & III 
7-10 
7-43 
3-60 
4 83 

6- 96 

7- 42 
7-83 





Vrtt 


1933 3i 

1934 35 

1935 36 
193f 31 
I >31 38 
1933 39 
193J 40 
1940-41 


b«(en>«l Bin” 

^ ftO"!! OtVltt 

Ceni«' BitxVs 
3 83 
5 21 
5-4 
G63 
9 51 

9 38 
1C89 

10 86 


Und ®B* 

Kco^eted 
from Ccntcal 

341 


c/n'Sn-V. 


4’23 
507 
g33 
9 22 
4 21 
13 72 
12 37 

Patt n ^ 

lot24VM 


9 59 
6 17 
C12 
(195 
fiOS 


17 05 
10 47 


9-00 
990 
1209 
152» 
15 30 

12 9J 
3077 
22 84 


\e« 


Lending* n**^* ** 
Cent**' 

IV 


Toi»l of 

Column* 

l&W 


1915 16 
1919 20 
19^3 24 
1927 28 
1930 31 
1031 32 

1932 33 

1933 34 

1934 33 

1935 36 
1036 37 
1937 38 
1939-39 
1939 40 


4 33 


190 

2 77 

3 39 
3 04 
3 66 
230 
5 00 
6 U 
9 74 

8 29 

9 60 
16 86 

954 


^02 
9 04 

3 60 

4 81 
7 14 
7 42 
9 11 
610 
1033 
1138 
16 37 
14 80 
19-07 
32 75 
17 40 


CaiB 

B»l»oc«* 

V 

9-0 


16 «8 


9 67 
12*06 
14 54 

11 81 
1127 
1370 

13 19 
965 

14 44 
.0 30 


1939-39 j^g5 1140 "iced 40 

S oE 

was stacoioi the systc -ui- Uiit in reccot ,« 

«o*td i' movement and 

became nece«a^ “f '“J,,m,„o„ I' to balance tM 

S£ed' ibe es»»^”if^*^'S°diamet b«b^^^ eat. 

give the amounts tepai d by tw 

a«ilaMe. 



CENTRAL banking UNIONS, CENtRAK AND DISTRICT BANKS 2B3 

,et.ee„ ihese figures Rnd d. Sf/S if “ "egaid- 
W for various years shows on « _ 

inginterlending has e ,, i.^ces remained in the hand of 

None the less, large cas a pj.Q^ince and cooperative 
litht^^^ t^^"— e was not fully utilised. 

HnancMposUion: 

tions have been a *' borrowed or accepted as 

banks have to pay on *■= 

deposits and the ptoB.s ^ by the 

banks the Sretage rate upto |i7l925-'/6 that it came down 

m 7 X 0 / in 1921-22 and it was no ^ , j 1940-41 the 

,0 I%t. Sinfe 1929-30 it has -me down toji A ^ but 

the rate increased because o ^ ^ During the last 

soon the conditions settled dovn- b banks 

the rate on the borrowings ha* 4ere financially strong 

had to pay the same rate ^®te below the average, but others 

were able to get loans __ «ijan the average. 

not so fortunate had to pay confidence 

The central financial agencies, howeve ,^^ )^^^^ 

of the depositors. They have been ^^^^bich ^posits were 
on a moderate rate of 

availablevfor a year or ^^^b^ rate has decreased as other 

and 3io/o in 1938. Since then the i what actually has to be 

deposits fail to secure e^^n ^bis m^^"f tbeir financial stability. 

paid by the banks individually depends 

There are many banks which hay been as low as 2 to lo%- 
deposits at a r/te of interest whrch has been » lo 

Most of the banks have been able declar 
paid-up value of the share capital. Upto ^^25-26 the 

iate of dividends varied between b and b ^ /o ^g29-30. The 
rate rose to 7% and continued at that ‘ev® became apparent 
effects of the general economic depressio The rate of 

and the profits of these banks were a s ff ^.g^ent years 

dividends, therefore, naturally declined. The 

has been on an average 5%. „riallv equally sound. 

Not all the banks have been, however, finan ^ bavy not 

Some banks although not actually running a ^^^^er of such 

found it possible to declare a dividend. 
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banks natuiaiiy Jncrwscd dunng the pcnod o! depression 
m 1027 28 the number was only Itt, by 1931 32 it had risen 
37 /\s the economic recovery set to, this number has pro- 

gressively decreased Individual shaieholdets of the central 
banks judge the success of the banks fay the ditrid«.n<ls they 
In order to maintain the confidence of the individual inv^fors 
it is necessary to declare a dividend so far as possible From 
this point of view the period of depression was a very trying 
period for the central banks of the Province fhe fact that the 
coopctative central banks emerged out of this period without 
many hrju ditiotis is an ample proof of their financial stability 

Profits The net profits of the banks m the U P c*n be 
seen at a gUnce from the folio v mg tabic 
IN LAKHS 

Vean Profit* 


ma Ifl 78 

1019 JO £26 

1023 24 3 3! 

1027 23 8 10 

193133 2 07 

1933 33 I 70 

1033 34 I 85 

1934 3d 1 SO 

1935 30 121 

1036 S7 I 55 

1937- 3<l 1 nj 

1938- 39 1 21 

1930 40 1 3G 

1940-41 1 80 

1041 i‘> I 82 

1042-43 2 SO 

1043 44 1 20 

ITie economic cooditiaos m the I^vince ate reflected m the 
profits of the central bants also The figures since 1935 38 are 
however misleading In that year a reduction m the rate of 
interest charged by the banks on thett lendmgs was made and 
but rot mis reduction the banks would have shown a larger 
amount or profits 

showed a Joss has always been 
1 maximum numbet in any yeit from 191b to 
1944 was only 14 and that too in the year 1939-40 when the 
wnks had to raise the rate of interest on theit borrowings while 
mg Unions lendmgs specially to Market 
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on ,h= whole, therefore it can be s" 
ing of the Cooporatiye working satisfactorily, 

institutions of the Province can be ^ 

It is, none-the-less, true ^ handled, the Movement could 

amount of capital central , °ent. 

have been financed to a muc g financially 

The larger central banks have foimer can raise all 

more strong than the smaller oe . to raise deposits on 

SsSPJrrnVt:,!:'™ tend on other centra, banks for 

”"t7d“\heproblemofoverdue^^^^^^^^^^^ 

intomhf.’® SJ 

higher price for the concerned the system 

far as the percentage of nfo-rainhas proved a stumbling 

proved a success, but the P . agricultural produce has been 
block. Since 1938 the ^g^'fneed by the central banks 

left to marketing given up. 

and the repayment m kind has been g 

.. . Till 1928 supervision and 
Supervision of the banks. The banks func- 

finance were both vested mahaians and neglected super- 

tioned more or lep as . expand their financial operation 

vision and education. In o . ^^55 expansion of the credi 

the banks adopted a P° ^^tee took a serious view of this 

movement. The Oakden transfer of supervision, educa- 

state of affairs and recommended te 

tion ' and development of ^oopf^ ^ U p. Cooperative Union 
Provincial Union. In 1928 these functions have been 

was brought into ioinine the union. The ° 

entrusted by the ._vincialfsation scheme in 1940-41 was 

central banks under the p , i coming within its folds. 

60. Gradually other an s g^^^j^ittees of management is 

Education and trainmg ot the com employs 

much better under cental banks. 

h wa. only 78. 



.he, 

,U .o* under *e “""'f managen-™' 
TheaupetvKOja arfl The corann"^ 


S';i;eco«ofaauj-f;„„, 

S^SSrgrf2s“!= 
sSIirirExe- - 

^^%rrumrha-'aeennsfoHo«a 

socieues to t\ e Rupees 


t« Rupees Contt»b«i‘on 

•>4,000 

ii8.no 

lOO.TSi 

100,355 

103,331 

111,150 
150 OCO 
153,033 

104l"4- 102.040 -f 

1912-43 *” * ^^„.r 55% 

^HiP^ 


1035-3b 
1030 33 
103< 38 

1038- 30 

1039- 40 
1940-41 

1041- 42 

1042- 43 
1943-44 



„t to w*Cg"e?pul to 

z-::^':^^'S:rrs£^-4sihs.-'?s 


Imited Dunuey -- indBeouiu-g and aavau^^-^ ^,s 

“““ 

Srid W ahoL a tos.ness are a^tousa 

That to pua'*’'“;“ “.Sia^in’^OSI coopetau« ^j.es 

SscaFisS-uss.--”- 



CENTRAL BANKING UNIONS. CENTRAL AND DISTRICT BANKS 267 

added to the traditional sHiKd'this'side o/commerciai 

hSg i’id tn—t 30- other banhs can follow sult^ 

Being divested of the res^onsMties of^XI-n, te 
having to concentrate on ^ that the U. P. has the 

central banks have a bright finances of these banks. A 
Provincial Bank to . £ the Provincial and the Central 

cautious policy both on tlie p check a tendency towards 

banks will be necessary m or e r become available to the 
reckless financing when plenuful funds becom 

central banks. ^ , . . „ *he 

The following taWe gives the other 

central banks m the u . i . r 

provinces of India 


Province 

Bengal 

Bombay 

Madras 
Tlie Punjab 
The U. P. 


Number of Banks 
and Banking 
Unions 
121 
12+49 

Branches 

30 
117 
70 


Individual 

members 

9,179 

4,160 
3,834 
5,904 


Societies 

6,388 

1,799 

10,881 
20,515 
9,243 


Working 
capital 
in crores 

5 - 64 
2-73 

6 - 95 
6-45 

l- 08 i 


. . 'frhe central banks in the other provinces is 

of the mixed type as in the . • jg 

so far as *e wortog *e maior provinces 
evident that the U. P- sta cover. 

of India and has much lee-w y banking business 

The Bombay banks g ^ xT^s because of this that 

including inland exchange ^Jismes . I capital is a very 

the percentage of working-cost to tn 

andDl;ecSro?IntnCooS^^^^^^^ 



CHAPTEll SMV 

PROVINCIAL COOPERATIVE BANK 

History of the Question The Mac Lagan Committee m the‘f 
report expressed their opinion against the system of inter o 
among central ^nks and pointed oat that the system ^ 

inefficient and uneconomical They recommended the ^ . 

ment of an Apex Bank in each ma>or province of the country 
coordinate the working of central banKS forecast and arr^gc 
the ptoMUCial reQuiicments as a whole and be the fin^aal 
ativc centre of the Province An Apc\ Dank of this nature 
they said should have as its express object the direction 
proiinaal finance by the control and support of 
Central banks should be prohibited from dealing with each o 
or with Presidency or joint stock banks except through 
medium 

The question was considered m the U P by a committee 
appointed m 1917 which tecommttidcd the establishment ot 
bank, and submined a scheme The scheme was approved cy 
the Ptovmaal Cooperative Cdofeieocc but no acuon was taken 

The Oakden Committee of 1926 also recommended ‘a 6t« 
on moderate lines But no senous attenuon was paid to tne 
question till the establishment of the Reserve Bank of India m 
1934 with a speaal Rural Oedit Department to help the Coopewtiv 
hlo\cment 

Tight conditions m the money market brought the question 
of a Provinaal Bank in the Province again to the fore front and 
It was decided m 1938 39 to start it Piovision was made m me 
budget but since a scheme of Agricultural Credit and Mark eting 
Corporation was also under considctation the idea was defci^ 
"For some time due to war the question was dropped The 
Government of die Province ^scussed the matter with the 
Reserve Bank and on thcic advice, finally, steps were ttken to start 
the Bank The Bank came into existence on the 10th December, 
1044 


Oinstitudon and Wotkiog Tlic area of opetauan of 
Bank extends to the whole of the U P 
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Objects: The objects of the Jes of oTet 

loans with ot without secuti societies can be 

non-member societies. Loan . r Resistrar. No loans 

Advanced only, with which the 

can be madewitliout reference to tinancing g 

applicant society may be mdebte . cash credits 

(/7) To lend money, grant ■ jg^eipts, (b) Govern- 

for individual ^ ornaments, (^) agricultural 

and industrial produce, (r) J * ^ ij^jits prescribed by 

policies. Such advances are to be within 

the Registrar from time to ume.^ 

(//;) To L inembers and non-members. 

‘“^Wtlfeld^Xgticultnr^^ re,uisites required by 

‘’^“"aft'afco^n agents for individual and society 

members. , investment of its surplus 

{vi) To buy and sell i sellers of securities of the 

and to act as an agent .^jjjcial Government. (wV) To take 

ments with or without and loans. 

(»«•) To raise mon y J ;j/3ecutities, ornaments and 

(;x) To receive for sate cubifjuy 

other valuables. . ,^„cing centre and a clearing house for 

(x) To serve as a oaianL-iu^ 

the societies. sanction of the Registrar. 

business of a cooperative society 

whosf £an?gin1 cLmit.ee has b^en suspended. 

(x«V) To start and maintain 

employees and ex-employees. Government, 

Cx,>) To act as ^“k.ug ag^t^^rf ^ of 

public bodies appro\ ed by , g Provinces. 

India, or any other bank or banker ot 


1. According to the by-laws. 
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(a-v) To advise central banU arwd soactics on banUng 
to laspea the bonVs and societies 

(xti) To facilitate the operation of societies 
and (VI//) To promote the economic interests of the mem 
beis generally in accordance 'With cooperative pnnaplcs 


Membership The constitution of the Provinaal » 

of the mixed type Membership is open to iDOividuais a 
the age of 18 owning property or carrying on permanent ’ 
business or industry or residing 10 the Province, and to a g 
tered soaetics 


An individual or a society becomes a member as soon as 
allotment of share has been made 

Ail members have to sign a declaration agreeing to 
the existing and future by laws Not till such a dcclwation 
been signed cm the member exetasc the rights of roembetswp 


Capital The working capital of, the Bank consists of (<*) 
Individual shares (li) society shares, (r) loans, (d) deposits, [tj 
Rcseive, other funds and profits and (/) grants and donations 


Shares Shates in the Provinaal Bank are of two types 
individual shares held by individuals and {/>) soacty shares heio 
by registered cooperative soacties 

According to the by laws the number of individual shares 
IS not to exceed 6 000 The number of society shares depends oo 
the approval of the Registrar 

The Bank has issued 4 000 individual shares and 8,000 
society 'bares 

The value of each individual or society share is Rs 100/ 

Individual members have to pucdiasc at least 0 shares but ^ 
no time the value of shares held by an individu^ will be allowed 
to exceed Rs 10,000 

Soaety members have to purchase at least one share and as 
many more as the Bank requires it to purchase with the approval 
of the Registrar 

The share money in respect of soaety shares is payable in the 
following mannei Rs 25 with the application Rs 25 within a 
month of allotment and the rest m 2 equal yearly instalments 
payable before 30th June 
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Rs 26/- pen share iaiespect of $ioS,e!?t Sthe, 

with appUcition ^ ^ 1 pse of one month 

rest in 2 equal ^ payment of the allotment. 

"to pay the instalments, interest, not exceed, ng /„. 
can be charged on the arrears^ 

Fotfeitute: If a member fads t 
Bank issues a riotice payment is not made the shares 

by a specified date, and jp three months the shares , 

are liable to navment of the arrears and Re. 1/- 

however, be renewed on payment 

renewal fee. . re-allotted by the B^k. 

The forfeited shares can forfeiture by a 

The Board of Directors ^j-eady been reallotted or re-sol . 

msolntionif the share ha 00^2 .Rhdrawabie and 

Transfer : The the Board, 

are transferable only with ...Referred only (/) when a society 

The society shares be transto _^y 1 Registrar 

is split up into two (//) or ^ The Registrar in this 

the society another member society, 

case may permit transter withdrawable. 

Shares held by the societies are not w 

Voi. The Bank can increase the 
Alteration of share capRal. 

capital by amending the by- a • resolution passed by 

It L also reduce the ^^a^ “prf by a res^ 

, the General Meeting , ability in leW of share capita 

extinguishing or reduemg share capital which is 

not laid up.n«canceU.ng 2Pifet?a^ W paying back share 

or unrepresented by avaiiao Bank. 

capital in excess of the nee s societies will inot, however, 

The share capital ^ held by individuals has been 

be reduced till the share P 

extinguished completely. rnAnce the share capital 

If the Bonk a. any «?=f“f=o“ces1o?U creditors The 
the Registtar may direct iss j creditors do no 

t?^rtoTdu»&aU^^^^^^^^ 
toSI S&f bte? satisfied orders for reducuons 
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be passed by the Rccisirat on the resolutioo of the general ^ 
for leduction of share capital. Not till the resolution is con 
by the Registrar will reduction lake place. 


Lbans : The Bank can raise rooncy by issue ' 

bonds ot pro-notes ot by mortgaging any lands and bmldmgs 
other property of the Bank. The reserve fund cannot be us 
except with the sanction of the Registrar. 


Deposits: Deposits from members and iton-mOTbers ca 
be received. The extent and the conditions of these deposits ate 
determined by the Board. 

No deposits in current and savings accounts can he accepted 
without the spedal sanction of the Registrar. 

Maximum liability t The maximum liability to be Incuttcd 
by the Bank in any year is fixed by the annual general meeting 
but it cannot exceed 10 times the owned capit.'d of the Bios 
without special sanction from the Registrar. 

Loans and deposits canoot exceed this amount. 

Reserve Fund : At I«st 25 % of the net profits is credited 
to a reserve Aind. 


I-oans from the Banks : Loans arc given for specific objects 
and ate reoapble in suitable iostalmcnts fixed at the titnc ot 
advance wim reference to the object and the repaying capacity or 
the borrower. In the case of cash credit no instalments are 
necessary. 

But no loan is advanced to a sodety if it increases th^ 
outstanding against it to mote than 10 times its paid up share 
capital in the Bank. In special cases the Registrar may permit 
advances to the extent of 15 times the paid up share capital. 

If a society, however, needs temporary accommodation 
beyond 10 times its share capital the Bans, may advance it at it* 
discretion. 

' tan given, overdrafts allowed ot cash credits 

opened ,fot individual mcnobers also, against the security of 
deposit receipts, Govctnioeat securities, bullion, omaincDts, 
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~ agricultutal receipts and insurance policies. But this type of 
business is subject to the limitations prescribed by the Registrar 
from time to time. 

Loans to non-member depositors can also be given with the 
previous sanction of the Registrar against the security of fixed 
deposits held by them. 

If tlie market value of the securities or the stocks pledged 
deteriorates beyond the limits fixed by the Board, partial or total 
repayment may be demanded by the Board. In the events of a 
borrower’s failure to do so the Bank may sell the securities or , 
stocks and recover its outstandings. If the realisation from 
securities is less, the borrower is liable to make good the 
deficiency. If it is more, it is paid back to the borrower. 

Administration; The management of the Bank is carried 
on by the following bodies and officers: (1) The General Meeting, 
(2) The Board of Directors, (3) The Executive Committee, ^ 
(4) The President and (6) The Manager. 

General Meeting: The General meeting consists of (^7) The 
Registrar who is the President ex-officio, {b) 2 directors nominated 
by the U.P. Government, (^) ail individual share-holders and 
(d) one representative each of the member societies. 

I The annual general meeting elects the members of the Board 
and fixes the maximum liability of the Bank. 

A special meeting can be called by the U. P. Government, the 
Registrar, or on requisition of at least 50 members holding among 
themselves not less than 500 shares, the members indebted to the 
Bank being excluded from the number signing the requisition. 
The requisition must state the object also. 

Every member has only one vote. Proxies are^ allowed but no 
person who is not a member of the Bank is to be appointed a proxy. 
The society members may, however, appoint any member of the 
society as proxy. Proxy is allowed in the case of a purdah-nasbin 
lady, a minor or a lunatic. In their case an authorised agent, 
legal guardian or curator, as the case may be, is entitled to rote. 

Board of Directors: The Board of Directors consists of 
(1) The Registrar as President, (2) 3 directors elected by individual 
share holders, (3) 6 directors elected by the representatives of the 
§ocieties and (4) 2 Directors nominated by the Government. 
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A representative of a soaety holding less than 10 shares is not 
entitled to clcaion as a director 

Elected dttectots hold office foe 1 year but ate eligible for 
re ekcuon No director is allowed to hold office for more than 
terms consecutively 

Nominated Directors’ tertnof office is 1 year only but they ate 
eligible for re nomination 

Elected and nominated ditcciots arc paid T A and fees fixed 
from time to time by the General Meeting 

Powers of the Board The Board en)oys all powcR neces 
sary to achieve the obiects of the Bank It elects a Vice Ptesiden 
and an Executive Committee AU paid staff of the Bank, including 
the Manager is under the control of thcBoard of Directors It raises 
funds according to the by laws grants loans to socjeties ana 
individuals, nurchases and sells agricultural leouisitcs, sells agri 
cultural proauce on commission basis and advances 
agncuUucal produce brought to the Bank for sale The 
purchases and supplies raw materials on commission requited by 
the members of artisans' soaeties and sells theit finished products 
It has the power to open branches of the Bank wherever 
necessary 

Executive Committee The Board elects an Executive 
Commiitce of 3 Directors The Executive Committee exercises 
powers delegated to it by the Board 

The Manager is the chief executive officer of the Bank 

Profits Fiom the gross profits interest allowed, cost of 
management, provisions made for bad debts, depreciation of 
stocks and buildings and other items of loss must be deducted to 
arrive at the net profits 

At least 25% of the net profits goes to the Reserve fund and 
out of the test dividends can be dedared Dividends will not be 
paid if any share instalment is overdue and unpaid Dividends 
will not bear interest All dividends not clattned within 3 J cars 
become forfeited and are credited to the Reserve fund 

Rate of Interest The ntc of interest charged by the Bank 
will be determined by the Board from time to time, but it will not 



PROVINCIAL COOPERATIVE BANK 


265 


exceed 9% without the sanction of the Registrar. On overdues 
an additional 3% can be charged with the approval of the 
Registrar. 

All disputes between shareholders and the Bank have to be 
referred to the Registrar for arbitration. 

Progress : The Board of Directors has issued 4,000 indivi- 
dual and 8,000 society shares ofRs. 100/- each. The subscribed 
shares on 30-6-45 stood at 3,107 individual and 7,920 society. 
The paid up value of the share capital was Rs. 805,400/-. 

Joint stock companies also applied for shares but since there 
was no provision in the by-laws no shares could be issued to them. 
700 shares were sold through the Imperial Bank and a brokerage 
of /4/- per share was paid. 

Since the individual shares have all been applied for the 
Bank proposes to have ‘nominal members’ also. These will be 
the borrowing members. They will be permitted to borrow, 
without holding shares, against approved securities but will ^not be 
permitted to have any privileges of membership. 

A nominal member will be elected for 3 years and will have • 
to pay Re. 1/- as admission fee. At every election a fresh fee of 
Re. 1/- will be payable. 

Deposits : All types of deposits have been accepted by the 
Bank, current, savings and fixed, from individuals, cooperative 
societies and banks. 

The deposits were as under : 

From Current Savings 

Rs. a. p. Rs. a. p. 

Individuels ... 36,820-5-3 35,671-4-9 

Coop, societies and Banks 231,798-10-10 62,-61-9-2 

The total deposits amounted to Rs. 662,979-13-4. 

Loans etc. : Loans and over-drafts to the extent of 
Rs. 329,506-11-0 were obtained by tlie Bank. 

The Reserve Bank of India has agreed to give a rebate of 1% 
on loans to the Provincial Bank for financing agricultural credit or 
seasonal marketing operations. The rebate has further been 
increased to 1-1-% at the request of the Registrar, Cooperative 
Societies. The Provincial Bank has been placed on the approved 
list of the Reserve Bank and maintains cash balances at the 
prescribed rate, ' 


Fixed 
Rs. a. p. 

31,100-0-0 

2768,16-15-0 
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The amount in the Reset\c Fuad amounts to Rs 0,000 
Tbs Government gave a giant of Rs 16 , 000 /- out of which 
Rs 8 600/ were recurring 

Lending operations The leading operations conducted 
by the Bank vrerc as follows 


Loans etc to 


(/) Pfimary socjeti» 

(i ) Cenifil OirVs sad Uaioos 

( I ) Lmi>s to ladividtuts agsimt (iovemmecc SecunUM 
(it) l^ani *ga)n$t produce 


Rs » P 
188032 13 5 
esa CS7 12 3 
515 2 0 
Il4,i2a 4 •) 


Total 002,481 0 3 


Other Transactions Besides lending to mdiMduaU and 
coop-ntivc iQstuutions the Bank dealt in drafts, cheques and 
Hunditt These w cte collected for the members by the Bank and 
Rs 1,4^3 3 I were earned as commissions Rs 1,21812 0 were 
similarly earned on the purchase of Government securities 

The profits of the Bank totalled Rs 7,803 10-4 out of tehidi 
Rs. 6 000 were credited to the Reserve fund, Rs 1,200 were distri- 
buted as bonus to the staff and Rs 693 10-4 were earned forward. 

Preliminary steps have already been taken to bring down the 
rale of interest and it is hoped that very soon cheaper money will 
be aiazJable to the ultimate borrowers 

The Provincial Bank m the U P has been in existence for a 
very short time Its business dunng tbc last six months shows 
promise of success 


Policy to follow to achieve success A cauuous policy, 
however, will have to be followed so that tbc pitfalls that Ue 
ahead may be avoided and the Bank may fulfil us objects 

The main object on an Apex Bank in the Province is to be a 
balaoang centre of the movement Inteilending between the 
central banks must, therefote, stop immediately The Rcgistrac 
should see that the central banks ate not permuted to loieiicnd and 
that surpluses iQ such banks are invested in the Proiincial Bank 
Similarly, it will always be a primary duty of the Provincial Bank 
to provide the necessary finances to those central banks which 
stand in need of it 


B«ed on the ht Acmu»l Report trf the ProTincial Bachs 
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PROVKCIM. COOPHRWIVE DANK 

Since .he Mlurc of the sSety be 

collapse of the entire point of view 

its first considcrMion. r and the Bank thou ‘5 

societies direct should be d^our»= =>““nT- , S dkect 
bring into existence as a bank is 

totogs°sLurd^rsto’pped immetii«elj- 

r^other temptation which olive rates °f " 

to raise funds from deposits on 3onk started « ”f 

Jhrnrtan middle classes. ““tanks 'tte 

vincial Bank can end » “"“'rate. Unless therefore. ^the 
cooperative societies a ^nances at a low rate t 

Provincial-Bank gets Its yiomate borrower. _ he P 

cannot be passed, on to *e society, /o 

rate of interest on bring the ra e down, 

excessive ‘^d all attempts should h 'viU '‘^“oept 

For a healri^ gr^* ^jf^'ccotral banks do not borrow «cep^ 

610^*0 PrVincial Bank It^^hooU^ from the “.““J ““tav 4 

fftc” T"al bank^ shouU f bcj«“ ^f ^ central 

direct access to the this practice is followed. 

banks will be better controlled P ^^sh credit 

Wherever it is possMeit would be be«^^ 

facilities than advance the system. 

- »Vu; '•s-'s;.'"*? 

sVk undertakes w finance t em 

TTbe ^dealings with individual members, non- 

members etc. 



Tte Provmcul 

„£piubod>=s 

tte Piovinad Ban ,iy 

such bodies _...i,v the Piovincial ,sithont to 



CHA.P ter XXV 

XHBU.r.DBVELOg.H.TANDM^.K^^^^ 

milk unions and 

Matkcting societies supply 

iodeUes. Ghee unions en working >■> *e U. P^smce 

iocietics and some ?*“| 'icaUutal -produce was also 
the thirties. Markeung °f ^Lions. But these were in 

taken by some cooperative insutu 

nature of hap-hazatd esperin ^ of marketing of agri- 

In 1938-39 a comprehensive sc q „n,„ent and P“* !““ 

cultural Produce °f 3 T'^S”lhS°S 

operation. Under this mandies j 

were set up in the . jjgtance were affiliated. 

the societies within a cer ^ depended for funds 

The and district °^t{IrbuXess side 

nor the finances f ^h the banks were not m a pos 
large amounts of funds unions could not com ^ 

to spare. At many j although they were badly uanks 

existence for want of fun _ operation the centra . . 

were found to be total y 

successfully. v.,finp- of agricultural P 

Due L these ”hf and the nec«.'y of 

could not make any headway in ffi organise marketi g 

a provincial organization fgit. 

agricultural produce m the U. P. w - ^ it into 

Inspite of this, however, nothing 

existence. nr^itions there was a great ^ca ^ 

In 1941-42 due to wat p gteers were 

of food materials “4 i''“„„modities soared hjh^ essential 

active and the prices of these com distribution of the e 
the situation and se^re a districts entruste 

commodities District Officers in g i- district jgpots 

of distribution to cooperative depej- Jiie^^ cooperative depots 
scheme was tried was Meerut wh 
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dismbuted when wd alia It profta so * 

d.smbuuonofsugitmMcetat town was ‘ashate 

1012 Brandies were °P“"^ , “ 

Muz3ffarnagir, Benates aod Azimgacfa The Resisttar 

by a Superintendent under the control of the Assistant Reg 
of the circle e 

The eststence of a number of branches fot the ^ 

essential commodities -without a central 

the immedutc cause of the establishment of the U P l- 

Derclopmcnt and Matketing Federatjon m 10^3 
urgent need of cooperative maikcung socieues and 
not accomplish -was thus, achieved by the temporary but pi^ | 
necessity of a better distnbanon of csscnual commoaitics & 
the civil population of the Province 


Constitution and Working "nicte are four Rmctions o 
Fedctitioa («) Development of the existing mcihods or agn 
rural and industrial producuon (fc) Organisation of the oax 
ing of members produce (f) Dismbuuon of the essential co 
modities and (ef) Dessitaination of markeung lotribgence 
The ob;ects of the Union, therefore are {/) to puiAase, 
grade, distnbute and sell agricultural and industrial proa« 

^m) to spread maikeung ini^igence and to advise the memo® 
rc^rdiog grading etc 

(jif) to improve the methods of marketing fry) to raipove an 
develop existing methods of agticultunl and mousttial production 
(d) to finance members on the pledge of produce and (it) to act 
as an agent of the members for the disposal of their produce 

From the objects of the Federation it can be seen that it has 
undcitaken two entirely different funcuoru Dismbution is a 
legitimate function of the cooperative stores and to have it 3S a 
patt of the business of a Prodoceis* Organisation is not very sound 
bince, however cooperative store movement in the Province is 
not very strong this function has also been assigned to the Fcde 
lauon as a temporary expedient It is expected that in the n^t 
future when a fedciatioa of cooperative stores is established ih* 
work will be ttansfetted to u and the Marketing Fedeiauon vnU 
be left with its legitimate function only 

Membership Mcmbeisbip of the Federation is open to (^) 
all cooperative marketing and development unions (b) cooperative 
stoics (r) centt^ banking institutions and (d) other cooperative 
unions whose main object ts cooperative marketing 
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Funds : The funds of the Federation are derived from (a) 
shares, (b) deposits and loans, (tr) contributions, (d) commissions 
and (e) Reserve and other funds. 

Shares System : The authorised cjipital of the federation is 
Rs. 5 lakhs divided into 5,000 shares of Rs. 100/- each. The share 
money is payable on allotment. By 1943-44 only 136 shares 
were subscribed and the share capital stood at Rs. 13,600/-. Every 
member has to hold at least one share. 

Deposits and Loans : Deposits and loans can be accepted 
within the maximum liability fixed by the General Aleeting on 
terms and conditions approved by the Board of Directors. 

Before the Provincial Bank was started the Federation used 
to obtain most of its funds from the central and district banks. 
Isio difficulty was felt and the full requirements of the Federation 
were easily met. Since the Provincial Bank has been started the 
Federation has been mostly dealing with it. Loans from banks 
and societies amounted to Rs. 48,104/- iu 1942-43 and 517,672/- 
in 1944. 

Contribution : The federation may, with the permission of 
the Registrar, levy contributions on the members for specific 
objects. 

Commissions: The income of the federation from com- 
missions earned amounted to Rs. 42,755/- iu 1943-44. 

Reserve Fund and other funds : Although only 25% of the 
profits need be credited to the Reserve fund the Federation has 
followed, quite wisely, a policy of crediting a major portion of the 
profits to the Reserve fund. It, being a new organisation working 
under artificial conditions created by rationing and Government 
control, must provide for uncertainties when the normal times 
return. Unless a strong reserve has b^en built up its existence 
may be seriously threatened. 

Out of the net profits amounting to Rs. 116,228-3-4 in the 
year 1942-43 the Federation set apart Rs. 100,000/- for the Reserve 
fund and placed Rs. 10,228-3-4 in the development and Rs. 6,000/- 
in the charity fund. 

Working Capital: The working capital of Federation in 
in 1944-45 was Rs. 15-54 lakhs of which Rs. 2-41 lakhs was 
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COO*'i-R\-n\E MOVEMENT IS U P 

owned The peiccniage of owned to woiUng capital worked 
at 15 5 for the year 

laabihtj The liability of the members ts litniicd to the 
nominal value of the shares held by a member 


Loans from the Fedemuon Loans and advances arc 
genctalh given oo the secunty of agncnltural produce 

\U sales on behalf of the members arc on a cash bas^ 
but credits, not escccdiog 30 days, can be given to app 
customers 


Administration The admmistratioQ of the Federation is 
in the hands of the following 

(i) the General Body, (i/) the Board of Directors, {ffi) 
Eseenttve Committee, (o) the Chairman and (i) the Secretary 


General Body In the general body each ®*®bcr i 
teptesented by a delegate clcaed by the board of directors or w 
soaeues foe a year The general body lays down the policy an 
fixes the masimum liability to be incurrra during the year 

Board of Directors The Board ofDucctors ts constituted 
as follows 

(/) the Registrar, Cooperative Soactics as diatimao. es-offioo. 
(w) the Secretary who is a Domince of the Registrar, ("0 * 
reptescQUtivcs of the delegates of members soaeties, (rr) the 
Provincial Marheung Officer, cx-offiao and (r) 2 other persons 
nominated by the Registrar 

Two members can be coopted by the Board of Directors 
foe their interest in cooperauve fnarViiin g 

The Directors are not di^le for rc-elecnon if they h^vc 
held office for 3 consecutive terms 


Execuuve Committee The ExecuUve Committee cannot 
have more than 7 directors, Ac Chamnaa and the Secretary 
inclusive It is elected by the Board of Directors and exercises 
such powers as are delegated to it by the Board 

la all these bodies questtoos ate decided by a majority, each 
member having one vote only 
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The Chairman has the powers of the Board of Directors 
or the Executive Committee in emergencies, and is the chief 
controlling officer. 

The Secretary is the chief executive officer of the Federation. 


Profits : According to the U. P, by-laws, 25% of the net 
profits, at least, must go to a reserve fund. Dividend, not 
exceeding 10%, on fully paid up shares can be given. A part can 
be utilised in giving a bonus to member societies, and building 
and development funds etc. can be created. 

Since no dividends were declared in the 1st year of its existence, 
as pointed out above, the major portion was credited to the 
reserve fund, i.e., Rs. one lakh. In 1943-44 also the Federation 
earned a net profit of Rs. 90,181 out of which Rs. 75,000 were 
proposed to be set apart for strengthening the reserve fund. 

The administration of the Federation is, no doubt, a strong 
one with the Registrar, a nominated Secretary, 2 other nominated 
members and the Provincial Markedng Officer. It, however, smacks 
of Government control. The presence of so many Government 
officers on the Board creates an impression that the Federation 
is a semi-official organisation for the benefit of the Government, 
and the people look upon it with suspicion. From the cooperative 
point of view the administration is far from satisfactory as the 
cooperative character of the Federation is eclipsed. 

Officialisation of the institution has been necessary specially 
in view of the fact . that it has undertaken distribution of 
essential commodities. If the institution had no official 
backing the Collectors would have looked upon it witli suspicion. 
Since, however, a number of officials of the Cooperative Depart- 
ment are employed in the Federation, the presence of these officials 
exercises a healdiy influence on' their activities. 

Now that the state of emergency will soon be over and the 
official patronage will lapse, measures should be contemplated to 
de-officialise the institution. If the Provincial Marketing Federation 
is to act as an apex institution of marketing unions and societies 
it should be managed by non-official representatives of the unions. 
The specialised staff of the Department should be in the Board or 
the Committee only in an advisory capacity. Only then can the 
U. P. Cooperative Development and Marketing Federation develop 
as a real cooperative institution. 

35 CM 
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Although commodities worth Rs. 7.31 Lakhs were handled 
by the Federation the business cannot be said to be real marketing 
of agricultural produce of the members. 

Some attempt has been made at coordination of the activities 
of the marketing unions and cooperative stores. The Federation 
distributed forms to obtain periodical price and stock statements. 
They have devised a form of accounting for the marketing unions 
so that uniformity in accounting may be attained. A conference 
of the representatives of Ghee Unions was also called in 1943 to 
discuss the various problems of the Ghee Unions and resolutions 
were passed. Beyond this little has been done to carry out 
co-ordination of the various types of marketing societies. 

- An attempt has also been made by the Federation to assist 
the marketing societies and unions financially and otherwise. 
Some i 2 niom were gjveo SuperJmendeofj on fuU contribution 
basis and some on half contribution basis. 

Financial assistance has been given to a few marketing unions. 
At a time when funds were not available from the Central Banks 
the Aligarh Cotton Society was advanced money by the Federation 
for the purchase of cotton. The Hapur Marketing Union also 
received a grant of Rs. 10,000 during 1943-44. 

The business operations of the Federation show that besides 
distribution of essential commodities the other functions have been 
more or less neglected by the Federation, In the distribution of 
the commodities, however, unlike other businessmen the Federa- 
tion has kept as its motto ‘ Co-operation is a business run as 
service ’ and sometimes sold commodities at a loss to bring down 
tire high prices obtaining. 

Comparative neglect of the proper functions of the Federation 
was, perhaps, inevitable under the circumstances. Owing to its 
birth in war conditions, the war problems naturally engaged the 
attention of the Federation and the real functions of tire Federation 
- have been relegated to the background. 

Now, that the war is over, is the time to think of the future 
of the Federation. 

The future : A combination of tire functions of distribution 
and marketing in the Federation even during the emergency was 
not in the best- interests of Cooperation. It may very well be 
questioned whether it would not have been better in the interest 
of the development of consumers’ cooperation that this sort of 
duplication was not encouraged at all. Instead, a chain of 
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CbopcatiTC Stores could h«c been if of '>■ 

otganisatioa They eiould ha\c cawed tb g nostwatycan 
people and ■would have contmued to exist /^velopffltot ifl 

and coDSumcis coopeiation -which \P^p_„,nct 

the ptewai years would hi%c taken toot in the remedy di' 

ever the mistakes in the past there is yet tim 
defects , eoatated 

It IS suggcstiul tbit the two functiotts f ^ 

and placed under two separate departments ot tnc 
separate Federations cannot be brought into ^jo two 

there ate advantages m cieating two departments n j,,,,,i,uoon. 
separate federations for the duues of miiketmg . ^2 of 

In rural areas the same society can undertake the m _yj,o- 
member s produce and provide faahucs of obtaining ^ of 
diucs they require to the members There is no 
organising two separate societies for marketing and distn 
In order to make the Federation a cooperabvc 
It 18 equally necessary to convert the branches ij y-^grtakc 

into separate cooperative nutketing unions which will 
development of marketiog societies , 

The success of the Fedetauon dunng the war 
marnly been due to the fact that u has ,outccs 

patronage It did not have to face compeuuon rolled 

as the pnees of cssenual commodities were fully Kcoibs 
W hen the offiaal patronage is withdrawn and coropcutio ® 
to opetaie the chances for the success of the ,o fat 

depend upon its ability to compete with the Save 

as distnbuuon goes In'jpivc ol the large reserves it ygjjt 

built up by then the over head expenses would have to W 0 6 

down considerably which can not happen till the hutioo 
dc-officiaJised In any case u is expected that the 
business of the Federauon will shank considerably in no <"=> 
future 

But there is a great scope of expansion in marketing 
culmtal produce in the post war years The Federattoo ^ 
therefore be -well advised to switch on its activity to the pn^t' 
functions of marketing 


SuccKsful marketing depends cm a number of factors - « 

for inaikeung operations should be adequate Agncul^" 
must be placed in a position to withhold their produce for a ocu 
price by givmg them the necessary advances on the se^> J 
of their produce and by ptondmg suffiaent storage faciu^'^ 


funds 
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Marketing intelligence should be made available to them so that 
members of marketing societies are posted with the fluctuations in 
the markets. Above all, processing of the produce is necessary to 
secure better prices for the agriculturists’ produce. 

These are the important problems which must be taken up 
by the Federation. So far as funds are concerned, the Federation 
should have no difficulty. The strong reserves supported by 
Government grant which are likely to be considerable and the 
help available from tlie Provincial Banks will be sufficient for the 
marketing operations. The Federation should also be willing to 
discount deposits certificates issued by the members-sociedes to 
the agriculturists in respect of the produce deposited with the 
societies for sale. 

Provision of storage facilities all over the Province is bound 
to prove a difficult question. The Government should be 
approached by the Federation for help in this direction. Steps 
should also be taken to induce the municipal and district obards to 
help the Federarion financially. 

The Federation must, also, take up the question of grading 
and processing. Quality is valued by the customers and the 
certainty that the purchase will be true to the sample brings better 
prices for the commodities. If the produce is graded before being 
marketed this advantage can be obtained. It will, however, be 
beyond the means of unions and societies to arrange for grading 
and the Federation will have to provide facilities to start with. 
After the value of grading has been realised by the producers the 
cost of grading can easily be recovered from them. The same is 
trae of preliminary processing also. 

Organisation of marketing intelligence is another function 
which needs the attention of* the Federation. The Federation 
should collect information from all possible sources and pass it 
on to the unions, the societies and ultimately the producers. 

If the above measures are taken by the Federation there is no 
reason why, even though it owes its birth to war conditions, it 
should disappear with the cessation of hostilities. During its 
existence in the war period it has trained a large number of 
persons in business methods and marketing transactions, and with 
trained material it is capable of developing and running marketing 
on sound lines. And specially'in view of the fact that in the post 
war years the Government is bound to make strenuous efforts to 
develop marketing of agricultural produce as a part of their pro- 
gramme to check deflationary tendencies, and the good will earned 
by the Federation the future of the Federation seems to be bright. 


aiAWCR XXVI 


THE PROVINCIAL COOPERATIVE INDUSTMAL 
FEDERATION LTD 

Coopciativc Socieucs for have been working w 

the Province for a long time. These soaetjes have 
sjQg purchase of ia\t matenals tCQuited by the anisans and sale 
theit finished products But the) nad a chequered historv doe 
the 1st great war, foreign competition and the trade depression 

In the absence of any coordinating agency the 
purchase and sale could nor be organised properly and inost o 
the business was confined to only credit Even foe credit the 
soaeties had to depend on the central banks The bands ol^c 
central bonks were, however, full with the agnculttal credit 
societies and naturally not ma<Ji help was given to the societies 
for the cottage lodusmahsts 

When the last world war broke out many of the esistiog 
soaeties were hard hit due to the scataty and high prices of the 
raw materials , and many a soaety had to reduce its business 
The war, however, created a demand for many articles whose 
ptoducuon could be undertaken by the cooperative societies. 
The Societies, therefore, undertook to organise coopetauve 
production of articles of war matcmls which cover a wide range 
and include tent components, camouSage nets both made oi 
cotton and hemp, towels, gauze, bandage cloth and knitted goods 
The orders for Aese and similar goods were so large from the 
Defence and the other depanmeots of the Government that not 
only the members of the existing soaeties were fully occupied, 
fresh societies were also otgaoised A further impetus was given 
to the 'oaetics, speaally to die weavers societies, by the scaraty 
of cloth for civilian consunaption 

With the increase m war orders and the consequent necessity 
of ensuring that the socieoes produce goods according to spea 
fication the necessity for a Provincial organisation to coordinate 
the activities of the Industial Stores and Societies and to faaliiatc 
ptoduction and execution of war orders became mote pronounced 
The Provincial Cooperative Industrul Federation Ltd therefore 
was established in 1941 
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Tile objects : The objects of the Federation cover a wide 
field and include (a) development and improvement of cottage 
Industries on cooperative lines, (b) establishment of factories and 
workshops, (c) improvement of industrial production and designs, 
(d) raising of funds for tlie business of the Federation, including 
the working of its own .factories and workshop and to finance 
unions and societies affiliated to it, (e) stocking raw materials for 
its own use and for affiliated societies and unions and to supply 
it on cash basis or credit, preferably in kind, (f) advance of raw 
materials for being manufactured into goods of specified quality, 
,(g) acquisition of agencies from the manufacturers of raw materials, 
tools etc. in order to supply the same to the members on com- 
mission basis or stocking the implements on its own account, 
(h) lending of implements on a hire purchase system, (i) regula- 
tion of prices and supervision and control over the marketing of 
finished products, (j) securing orders for the supply of commo- 
dities and arranging manufacture either itself or through members, 
(k) distribution of orders secured among members and planning 
production, (I) supervision of the execution of orders, (m) working 
as selling agents of the producers, (n) establishment of trade 
connection, sale depots, selling agencies and offices of distributing 
agents etc. for the disposal of the finished products of its members 
and itself in and out of the Province, (o) processing of the 
products before sale and offering of facilities for grading and 
transportation to members, (p) conduct of industrial surveys and 
establishment of a bureau of information, (q) conduct of experi- 
ments and development of new industries and (r) observation of 
market trends in order to inform the members accordingly. 

The objects, thus, include every thing that is needed for the 
development of industries. 

Membership : The membership of the Federation as con- 
fined to primary and central societies of the industrialists, registered 
under tlie Act of 1912. Members are admitted by the Board of 
Directors on the recommendation of the Secretary or a sub- 
committee. 

Funds : The Finds of the Federation are derived from the 
following sources — 

(i) Shares, (ii) deposits, (iii) debentures, (iv) donation 
and grants, (v) contributions, (vi) loans, (vii) Reserve 
and other funds and (vii) profits. 



280 


CODPERA-nVB MOVEMENT 


INU E 


COOPERATIVE 
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It can open branches and agencies in or outside the Province 
with the Registrar’s sanction, and frame rules for their guidance. 
A sub-committee may also be formed to supervise branches and 
agencies. 

Administration : The administration of the Federation vests 
in the following : — (i) the General Body, (ii) the Board of 
•Directors, (iii) the Executive Committee (if appointed by the 
Board), (iv) the President and (v) the Secretary. 

- General Body : The general body consists of the Registrar, 
ex-officio, the Additional Registrar, the Deputy Registrar, war 
supplies, the Director of Industries or his nominee, the Technical 
Adviser and Industrial Assistant Registrars, a Deputy or Assistant 
Registrar nominated by the Registrar, Coopted Directors, the 
Honorary Secretary, and delegates of the member societies. 

A primary society is represented by one delegate and a central 
society by 1 to 3 delegates according to the business done by the 
Federation. The delegates are elected and hold office forT year. 

The President of the Federation is the Registrar, ex-officio. 

The general meeting elects the Board of Directors and a 
Treasurer who may or may not be a member of the Board. It 
also fixes the maximum liability for the year. 

The Board: The Board of Directors is constituted as 
follows : (i). Registrar, Cooperative Societies as President, (ii) 3 

nomin'ees of the Registrar from among the ex-officio members of 
the genera] body, (iii) 8 directors elected from amongst the 
delegates of the societies and (iv) not more than two coopted 
Directors. 

The elected directors hold office for one year. They are 
eligible for re-election but cannot hold office for more than 3 
consecutive terms without the sanction of the Registrar. 

The Board meets at least thrice a year. 

The Board accepts resignation of the members and admits new 
ones, controls officials of the Federations, frames business regula- 
tions and takes all the steps necessary for achieving the objects o? 
the Federation. 

Executive Committee : The Board may, also, appoint from 
among the Director an Executive Committee consisting of 5 
members including the Registrar and a Deputy or Assistant 
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Rccjstrai nominated b} him on the Board When foimc^, it 
be the chief executive bodv of the federation and wU exercise 
such powers as arc delegated to tt by the Board 

Ptesident The Picsidem has the poirct to cierase aU the 
powers of the Board in emctgCQCics, and, tf the fioanaal stability 
of the Fcdciatioo IS thrcaicoed, he can take oter the rnanagemcn 
and convene a general mc«ing within a month to consider his 
recoTimendations 

Sccrctarj The chief otlicerof the federation is the SeciC' 

»ary who is nominated b\ the President He supervises factoriw, 
workshops and godowns of ihe Federation, considers loan apph 
cations, raises funds according to the orders of the Board an 
carries on the business of the Federation m general 

One or two Assistant Scctetaties can be appointed by the 
Board not necessarily dircctots to assist the Honorary Secretary 

Profits from the gross profits the joicrests allowed, manag^ 
ment expenses, provisions for bad debt or dtp caation of stocks 
and buildtags and other losses should be deducted to arrive at 
the set profits 

Out of the net profits at least 23% must be credited to the 
Reserve Fuad Not more than 10% can be used for charitable 
purposes and a dividend not exceeding 10% on the paid up st^ 
Capital can be declared A bonus can, also, be paid to meroc^f 
soaeties on the basis of non credit busmess done with the 
Fedcniiioa 

Other funds like bad asset funds. Building Fund, Develop- 
meet Fund Dividend Er^uahsatton Fund, Sinking Fund, Deprc 
ciation Fund and Industrial Fund can be created The Reserve 
Fund can be further strengthened or profits carried over to the next 
year 

The Reserve Fund rs mdivisible On dissoluuon, if 
meeting the liabilities something tcnuins and the Federation does 
nor deade on an object of public uubty approved by the^cgistiar, 
the funds can be used for promotion of industrial cooperation id 
the Province 

AU officials of the Federation are pledged to secrecy regarding 
the business of the Federation 

Progress Though the objects of the Industrial Federation 
are comprehensive, the actual work of the Federation has so far 
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been organisation of war supplies only. The urgent necessity of 
meeting tlic demands from the war and connected departments 
kept the Federation busy, and questions of improvement of designs, 
organisation of new industrial societies on a cooperative basis, 
introduction of new improved tools and improvements in the 
method of productions have all been neglected. 

Even the production of war materials has not always been 
undertaken by the Federation on a cooperative basis. The 
execution of orders was carried out, in many cases, by distributing 
the work among industrial workers in the line in certain localities 
without organising them into cooperative societies. No doubt, 
some of the groups were organised into cooperative societies but 
many of tliese were dissolved when the war orders ceased. 

The work of Industial Federation in connection with war 
supplies has been commendable. Cooperative production of a • 
wide range of articles has been undertaken. It includes tent com- 
ponents, botli cotton and hemp, camouflage nets, towels gauze, 
bandages, knitted goods and tat patties. Anklets and Mazri cloth 
and Newar were also supplied. 

Besides the war materials, the Industrial Federation supplied 
goods to the A. R. P. organisation and Inspector General of Civil 
Hospitals. During die period of cloth shortage in the Province 
marketing of cooperative cloth for civil requirments was also taken 
up. Dhoties, Saris, shirting, coadng and sheeting were supplied for 
civil consumption. 

In 1941-42 the total value of goods supplied to the Defence * 
Department amounted to Rs. 20-5 lakhs, and orders about double 
this amount were pending execution at the close of the year. 

In 1942-43 the supplies to the Defence Department amounted 
to Rs. 26-5 lakhs. The supplies to other Departments came to 
Rs. 24 lakhs. 

The supplies made in 1943-44 amounted to Rs. oT29 lakhs. 

The federation has so far worked with very little of its own 
capital. Although the authorized capital of the Federation is 
Rs. 50 lakhs divided into 50,000 shares of 100/- each, in 1943-44 
there were only 58 shares issued and the paid up share capital 
amounted to only Rs. 560/-. Most of the capital for the execution 
of war orders came from the funds placed at its disposal by the 
Registrar, Cooperative Societies out of the Government grant for 
this purpose. The Government grant was Rs. 7'48 lakhs in 
1941-42, Rs. 21T5 lakhs in 1942-43 and Rs. 17'80 lakhs in 
1943-44, - 
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a considerable share “P'”' * fi„j^atc not i°^'^*®®^Sfulncs5 4° 

Wthcd.(ficuluesie«rd^^^^^ «?Mom T if 

Fedctatioo can l^istuy Jt . soaeucs tciU ] ^te 

,„du«mUoc.cti« “haira K Tb>*' 

confidence among the « ' ^ fmances it mt" 

Fedetatton need not - ny Fedemuon ta ^ 


bout the Finances u ^ to 

tatiou ut».u — . # Federation IS ‘t* * -nd 

The « 8 ll‘'=^W *he^cc^onhe^^^^^^^ 
coordinate the ■“ “‘'“"R ^c aoaetie! m B'j Lsigna and 

,ntrodueenwindnnim 5 .to Wp improved des|n^ and 

tavf materials oE good qua w, to secure impiovcd ^ of 

patterns avarlahle to the “"“fe'" cP. orgaruse the sal 

Lchme.yrorthememb^.nd.ntov^““j„^,Pcm ,gc 

finisbed products and aecotc a g B completely by ' 

These activiucs ha\e been neg , 

Sor?uS^p“^- unde.tahe.bese act! 

^c“ sstnlly can its future be assured 
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That there is enough scope fo' ^ 10 ^ in’^ttepa'^t, and will 

be denied. Cottage industri ^ people is employed in thpe 
condnue to exist. A j ^ an^d in any post-war plan 

industries whose lot must be in p > important place, 

the cottage industries are bou Federation is reorganised 

Provided; therefore, the policy of the l eaer 

it has a future. 

in order, however, to establish the Fede^ as^a pet»a« ^ 
feature of industrial cooperanon m “ovn 

will have to work on the folio g ,»-hniaue of 

(a) It should first >'^o«age“wMkMS. In" the post- 

conditions are bound to to face this competition 

the Province are placed m p Federation. The only 

there would be'no hope for cottage workers to produce 

method of doing fois is to Federation should try to 

their goods cheaply and ^ machines which can be 

People engaged in ^ —es 

;“Sers"S=”oTth= st^s sugared by it ^ ^fTt 
Sr'^enrthpe are pro£«d^ with the of 

Erb^eriief^seTfeueof produedon so that they 

may be eonvmced o ns u considerable attention 

(b) The Federation shoul fashions. According to 

to watching the changes ^ with patterns and designs 

these changes continuou^ P^^^^ to suit the requirements of 

should be made by circulated to its member so that 

the time should be ^^°^''4^Juced by the Federation. A research 

ISSSrfe errand 

rSr2^ SisS'oTtaw — -o SSrsoSI 

and other members. 
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Tbe Fcdcfauo-i should csMmsie the reqojrfjnents m 
raw materials and other things and cither purchase f 
tbe best possible market or ariani’ctogct «/otthc mem 
a commission basi^ The best thing fot the to 

vcould be to purchase the requirement itself and Mcn 
the m mbers for cash or a^nst the deposit j P* , _ 

But, if for fioaDCial reason it is not possible for ' j” v,,t, 
do so It should require indents from the soactics and tndi 
place orders for bulk supplies and then distribute the supp 
accord ng to the indents 

Cheapness m purchases and genuineness of the quahlf 
important factors in cnibUng the cottage uotkets to 'ftitm 


competmon 

(d) Organisation of sale his alvajs been tbe 
of coop‘rauve organisations The F^erauon must, ^ 

pay particular attention to this question Unless bctt« pt‘ 
can be obtained for the goods or the members they wi” 
tangible advanuges and refrain from joinmg the rederauon 

For efftaent and advaougeous sale one of the esseenals u 
advcrusemenc of goods Neiwec the industnal soaeaes fio 
individual cottage workers can advertise the goods propwl^^ 
this function will have to be underuken by ibe 
tioa At unpotum places in the Province show rooms should k 
established where the products of the cottage mdostfies may 
displayed Being an apex insumuon it can 
emporiums for the dispby of the member's goods It should also 
arrange to send exhibits to the industrial and other exhibition 
hdd from lime to tunc, in the Province 


The Federation should appomt sale agents and open depots 
for pushing up sales of member's presets 

(e) It should also try to secure orders and distribute them 
among the members of the Federation 


(f) The greatest necessity of the moment is however 
lopment of cooperative ideas and malung tbe Federation a really 
coopetauve o^anisation At present the Industnal FcderaOoo 
IS an official ridden body and is looked upon as a Govemm^^ 
insutuuoo For a cooperative organisation lo give that itnptessiou 
IS re^ublc It is necessary, thctefoie, that the Federation should 
be deofficialised as soon as possible. Deoffiaahsation does not 
mean withdrawal of oSiaaJ $ym{xi^es altogether Guidance 
from the Depittment will be necessary but steps should be taken 
to decrease offiaal control m die future 
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Removal of official control is necessary from another point 
of view. If the Federation is to exist, the cost of management 
should be" kept at the minimum consistent with the efficiency of 
the organisation. Control by the representatives of the members 
of the Federation is bound to be cheaper in the long run. 

If the Federation reorganises itself on the above lines its future 
will be assured and it will bring great benefits to the industrial 
classes of the Province. 



atvfTCit xxvii 

THL U P COOPERi\TlVt: UNION 

It Tvis found b) the Oil^dcn Committee in 1020 tbit the 

ceatril binLs were more jatcrcsted in thcjt financial opetahons 
and to find fresh outlets foe their capiul encouraged formation 
of new soaeties without proper attention to conditions 
to that success They neglected the sapeevtston of the ttio^ 
tnent Consequently the Gommmcc tccommcndcd that the mn 
uoQ of supervision should be transferred to a body created lot 
this purpose 

To implement the tccomm-odations of the Committee, thcre- 
fote, the standing committee of coopetators, which was only 
advisory body, was converted into an administrittvc body known 
as the U P ^operative Union in 1928 

Constitution and working Objects The objects of the 
Provmaal Umon are (a) to develop and sttengthen the coopcia 
use movement in the Province, (b) to advise the Cooperative 
Depatttnem in matters of policy, (c) to coordinate its acaviues 
with similar organisations in India and abroad, (d) to bring 
together coopetanve institutions in U P for common endeavour 
and to create a community of imcrcst among them, (e) to otgims«. 
irapioae and lamprore cooperative societies and to supervise co 
operative societies affiliated either directly or through ccctnl h^s 
and to maintain proper supervising staff, (f) to maintain a proivdcnt 
fund for the employees, (g) to faaliute mutual aid betucen central 
banks and (b) to carry on cooperative propaganda and education 

Membership There are 3 types of members (1) ^ 
officio memben, viz , the Registrar, the Deputy Registcars, the 
Assistant Registrars, the Cane Oimmissionec, Rural Develop* 
meat and Cane Development Officers (2) notnmated membe« 
such as the Editor of Cooperative Journals, who ate nominated 
by the Registrar for theit spcaal knowledge or mtetest in the 
movement Such members will not be mote than 7 at any time 
Two of them should be ladies (3) Soaety members, i e , central 
societies and isolated soaeties, ctMit aad non credit 

Soaety members can be ordinary members or additional 
members Ordinary members ate tbo.>e who hive accepted the 
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. .junervisinc Staff while 

scheme of proviaoahzation of P j scheme but ate in 

membets are those who have 

sympathy with the other objc years of 

A society-ordinary-member ^ive year, after 6 months’ 

membership, at the close of tie to withdraw 

notice. Additional members at F , tice provided all the 
close of tlic year after only one montn 
dues have been paid. 

Funds : The funds niSers,'’(ii? 

tributions, (ii) fees from ther contributions, (vi) receipts 

grants, (iv) Provident publications, (vij) 

from the sale of to regulations framed from 

and (viii) loans and deposits accoram^ 

time to time. however, - the 

Contributions and Govetnmen g 

two chief sources of funds. 

Ordinary members have to previous year. The 

supervision incurred by i' avera/e. The 

cost is worked out on a reductions m individual 

Committee is authorised to grant nece y 

cases: o,imitred on the express condition 

Members, who have been m^ ^e borne by them, pay the full 
that the fuir cost of varies the terms, 

cost unless the Executive ^^^„ibute Rs. 25/- per year in 

Additional mernbers la other cases, 

the case of a centtal bank an • 

Loans and deposits can not be raised 
" sanction of the Registrar. ^ 

to 

SntVnd; k .P"aSon°' development of 

Government grants, howeve , 
for which they have been made. 

' 37 CM 
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Admimstnlton The idministration of the Union >5 
0-1 through ( 1)1 General Bodi (u) a Prouncial Committee ana 
(ill) an Lxecutive C irrmittct 

General Body \ member central society appoints 2 of its 
ditcciois b\ a T<.<iolution of the Board ts delegates to the gen 
body of the Union One of them must be a rcpicscntati^e o 
ordinarj memhcr<! \ centra) soac y 

ifiiiiated societies has the rii,bi to <cnd an addlttonal deiega 


Tlicse delegates ire sent for 3 years 

An isolated primary socien lutmgmore than 150 rncm R 
or ttorbing capital e\'‘eeding Rs 50,000/ IS rcptcscntca ny 
delegate appointed from among its members by a resolution o 
the coroinmee of mamgemem 

Other oroioary i olated members elect one delegate for every 
15 societies 

The Registrar of Coopctatite Soacucs is the President of uie 
general body 

The general bod) elects a ProMncul Committee and 
theca as vice Pceadeac It confirms the admission of new njembets 
and regulations framed by the Proriocial Committee 


Provincial Commiuee The composmoo of the Provineisl 
Committee is as follows 

(1) The Registrar who is the President ex-ofTicio, (2) 
other ex oiricio membets of the Union, (3) not 
more than 5 nominated membets coopted by the 
committee from among the nominatOT members 
Two of them must be ladies, (4) 3D members elected 
from among the delegates to the General body, 4 
from each circle of an Assistant Registni of whom 
at least one is a member of a primary socictf and 
one 3 preference share holder or a central society 
Elecicd memhexs hold office for a year 

The Provincial Committee frames rules and regulations, 
controls all business and is tcsponstblc for supervision It mam 
tains and controls the necessary staff 


Executive Committee Th- ExecuUve Committee is the 
chief administrative body of the Union It consists of (a) the 
Regisitit— ex oSl lo Burmin (b) on ex officio member nomi 
nated by the Registrar, and (c) 5 oth-*c members elected by the 
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Provincial Committee from among its members. One of these 
at least is a preference share-holder ‘of a central bank and one a 
member of a primary society. 

The elected members in this case also hold office for three 
years. 

The Executive Committee admits members and permit with- 
drawal subject to confirmation by the General body. It arranges 
for better organisation, supervision and education of primary 
societies affiliated. Staff is trained and maintained for this purpose 
and the committee is authorized to demand securities from the 
staff. It can dismiss, suspend or punish all employee subject to 
an appeal to the Provincial Committee. All advice in matters of 
policy and other important matters is tendered to the Department 
by the committee. 

The committee appoints a Secretary also who is the chief 
administrative officer of the Union. 

No part of the funds can be distributed among the members. 
All surpluses are used for promoting the objects of the Union. 

Profits are carried to a Reserve fund which is indivisible. 

Liability : The liability in case of liquidation is confined to 
ordinary members and is limited to Rs. SO/- in addition to what is 
owed by the society to the Union. , 

Progress : The following table shows the growth in the 
number of members of the Union. 


Year. 

Ordinary members. 

Additional members. 

1929-30 

63 

14 

1930-31 ■ 

59 

12 

1931-32 

62 

12 

1932-33 

63 

12 

1933-34 

64 

13 

1934-35 

64 

13 

1935-36 

66 

14 

193G-37 

71 

16 

1937-38 

79 

14 

1938-39 

83 

14 

1939-40 

87 

11 

1940-41 

88 

- 15 

1941-42 

81 

16 

1942-43 

81 

12 

1943-44 

83 

14 



COOtE^TW.MOVB«B..T.«« ^ 

The iMUi function oU” 

slsf^^Ssi 

^Oik Lita.hnuever.th of *c 


; L«M, hnu ever, the » „rAefJown 

„*ei HeWs also employment n> beats 

Veiincss 


\cat 

10 >3 20 

1929 30 

1930 31 
1031 32 
^93^33 
1933-34 
1934 35 

1935- 36 

1936- 31 
1931 38 
1938-30 
1930-40 
1940-41 
1041 42 
1942 43 
1943-44 


* Supew»*®” 
151 
181 
101 
197 
205 
108 
211 
258 
294 
310 
306 
481 
483 
506 
601 
642 


1912 « . „,acs 

„„„ ^dually *Tumnn°* Vnwn” by *' ^ 

ciedit has been undetuben by canons 

^'“"^h„wtns.benumbe.ofsupe.tsots enBaged m 

1933 1931 

111 ^21 


activities 
Ytax 

Credit 18’ 

Consolidatioa of 
Holdings 

Industriil 

prop»g*““ 

V7otlE »«008 
ladies 

LaodMottgige 

Matkecng 

Building 

ueaviog 


1929 1930 1931 1932 


i&i 174 m 


119 18* 


14 16 17 


5 

26 

7 


30 

32 


20 

6 

3 

60 

1 
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Agricultural 

supply. 

Dairies 

Irrigation 

Poultry 

Arbitr.'ition 


2 


Continued 


Year 

1938 

1939 

1940 

1941 

1942 

1943 

1944 

Credit 

238* 

233* 

256® 

255* 

252* 

262* 

268* 

Consolidation of Holdings . . 

20 

16 

15 

15 

15 

12 

12 

Industrial 

3 

3 

3 

5 

2 



Propaganda 


, 

* , 





Works among ladies 

rj 

5 

6 

6 

6 

6 

6 

Land mortgage . . 

o 

O 

4 

4 

4 

4 

2 

2 

Marketing 

38 

41 

193 

187 

204 

201 

249 

Building and weaving 


« 

, 

* 

• 


• , 

Agricultural supply 

1 

1 

« . 

. , 

» • 


. • 

Dairies 

2 

3 

G 

4 

4 

6 


Irrigation 

* , 

, , 

1 


, , 


6 

Poultry 


* * 


3 

4 

3 

3 

Arbitration 


• •• 

1 

1 

1 

3 

3 


It can be seen from the table that although the supervision 
of credit societies is still the most important work of die Union, 
supervision of other cooperative activities has been progressively 
undertaken. The Union has tried to develop consolidation of 
holdings, land mortgage banks, industrial societies, milk and 
dairy societies and cooperadon among women and depressed 
classes. Since 1936-37 marketing work has been receiving special 
attendon from the Union. Ghee, sugarcane and cotton were the 
chief agricultural commodities for the marketing of which super- 
visors were appointed till 1939-40. With the scarcity of food grains 
and other essential commodities, due to war conditions and conse- 
quent panic, distribution of commodities became a serious 
problem, and at many places it was placed in the hands of coopera- 
tive societies. Marketing of agricultural produce other than those 
which had been already undertaken and distribution of essential 
commodities brought into existence numerous cooperative depots 
and the Provincial Development and iilarketing Federation. The 
Union, therefore, had to undertake the supervision of a very large 


* — Includes those fot organisation, 
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cumber of marketing societies This explains a 

ID the nurobci of matketing supctMsois maintaioca by t 


Many of the societies specially those it hose mam 
isdismbuUDD of essential cotomodittcs .t, 

successful!) under aittficial conditions created by c 
rationing Ko-a that the xvat is over these out 

to disappear sooner or later The socioics then would . „ 

li\ed their usefulness and would cease to exist I 
pie«ute of work on the Union far as supervision and organs 
tton is concerned can be said to be temporary and wnil be 


in no distant future 


The Union will, therefore, be well advised to pay S 
attention to societies that existed tn the pte war period a i- 

pared to those that have sprung up during the war due to a p ) 

tempotarv neccssiiv , 

At the close of the year 1943-44 9,253 credit 
village Banks 702 Ghee Societies, 4 cooperative ®^6*5***» emts 
marketing of milk and milk products soatiies under rvp J 
inaikcung Unions 2 otgamsations fot the roaileting ci *| 
and tegetablcs soaeties under 2 marketing Unions 
women s societies, consolidation of holding societies and 
fot deptessed classes were working under the Union’s super' 

That supcfsision of the soaeues is more effective under the 
Union as compared to banks which have not so fat 
proTinciahsatioo can be easily seen from the percentage of f 
tion mthc two tjpes of societies In 1931 32 the percentage 
collection m provmaalised hanks was 35 29 as against * 

non provincialised Bank Figures for 1943 44, however, show 
marked difference \\ hilc for the former the perceotage is 8< 
fot the latter it works out at US 8 only 

The Inspector of Cooperative Societies and the Central 
report on the work of the supervisors In 1931-32 
make the superiisofs work more efficiently it was decided b> tn 
Union ihat the tnetibcrs of the Provincial Commutee should a s 
inspect cooperative societies occasionally and report to the Union 
This system still continues 


This Union punishes the supemsors and rewards those whose 
work has been outstanding 

Tl ere is no doubt, iheiefoie that from the potnt oftJC'vo 
the supctMsion of the Movemrat the Union has amply juttmct 
us existence \oi has ih* work of organisation been neglcctc 
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The Union has employed through out its existence a number of its 
supervisors for the organisation of new societies. In 1943-44, 19 
supervisors organised 420 new societies after intensive cooperative 
propaganda. Great emphasis is laid on rural welfare activities 
of the supervisors so that the life in the villages under their charge 
may become mote worth living. The Union invariably considers 
how far a supendsor has been successful in this direction in giving 
promotion to its supervisors. 

Cost of supervision and organisation : The cost of super- 
vision and organisation is met partly by Government grant for 
that purpose and partly by contributions from member-banks and 
societies. 

In the beginning Government bore half the cost of super- 
vision and the other half was met by the Banks by contribution of ^ 
the interest accrued during the previous year and 1 the supervision 
fee from societies working with more than 75°{, owned capital. 

When new activities were undert.aken the contributions were 
found to be inadequate, specially because new ventures could not 
be called upon to bear the cost of supervision but requirethvery 
close supervision in order to be successful. The contribution of 
the Banks was therefore raised to 55% of the cost of supervision. 
The Government grant, however, did not increase in the same 
proportion' 

Separate grants have, however, been given by the Govern- 
ment from time to time for special aedvities. 

Training : The supervision of the Movement depends a 
good deal on the quaility of the Supervisors. It, therefore, 
becomes necessary to select suitable men and train them efficiently. 
It was found early by the Union that town-bred young men were 
not suitable for this type of job for they were not familiar with 
the conditions prevailing in the rural areas. It was, therefore, 
decided to give preference to people having requisite educational 
qualifications coming from agricultural families. Preference was 
also given to such men whose wives were willing to work in the 
villages. 

Since the Union is charged with the duty of supervision the 
selection and training of its employees should be a legitimate 
function of the Union. For want of funds, however, training 
has not been taken over by the Union. The Cooperative Depart- 
ment has always been training Inspectors and Supervisors at the 
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Training Instituie an6 the same sy^item still continues 
contributes a poiiion of the expenses m connection 
tiaiomg and eximinatton of the Supen isors . 

Separate arrangements hate been made for the traimngo 
Lady '^upen isors , 

The training of the supert isots extends over a 
includes coop-ration and allied subject and ncld ■wotic ^ 
supervisors have to take the training at theit own expense 
Union long ago tcahsed that the system teas a faulty one 
inspitc of repeated requests for funds it has been unable to get J 
veiih uhich hnancial help could be given to persons u 
training i c 

Out of as oun funds however the Union gives a stipen 
Rs 10 pet mensem during the last three months of their practi 


teaming 

For the henetu of its employees the Union has constitute 
a Provident I und also, to uhich tt contributes 


Education and Propaganda (a) journal F. 

Cooperative joutnal was ttaosfetred to the Union m 1020 30 ^ 
present the fournal is being published quarterly For the 
tioo of the journal the Government has been giving a grant to the 
Union Of late the Registrar of the Cooperative Soaeties has 
also been supplementing the grant to cover the cost of pubh«uon 
A larger subsidy from tbe Goveroroent is necessary to make the 
journal mote attractive and useful 

(bj \ piovmcial conference is also held annually under the 
ptcsidcntship of some uell kooun cooperator u herein oHici^s and 
non oRicial meet and discuss cooperative problems Such uiscos 
sions ate very useful and throw fresh light on many problems 
which face cooperators of the Province It is reerctable, however 
that IQ some years the cooperative conference had to be abandoned 
for want of funds 


Besides the publication of journals and Provincial Conferences 
very little has been done the Union bj way of education and 
propaganda 

The growth of cooperative activity in the Province has beei^ 
stunted mainly doe to the fact that the principles of cooperation 
are but impetfectly understood by the people A body, there 
fore winch is responsible foe organisation, reorganisation and 
dwelopmen? of cooperative activity in ihe Province must gi'C 
CO cation and propaganda the eh rf pUee among its activities 
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Vie content with the 

The Union, in the first place, must arrange for short 

• •. if the sunervisors only. It snoui jnembers of 

training of the supc advantage of by “ ^ o are 

courses wliich may be taken societies and others wn 

- committees of management ot r 
interested in the Movement. necessarily to work n 

secondly. 

le Published by^hc ”7e 

SO that the vast ^ education. If TT_;nn from taking 

have a better uld not detei the ” „sion 

not self-suppotung it sh°“' the Union '-es » ™e ^ ^ 

diemin hand. . The s‘«n?.h_^ P“'’‘r "a f”L the hSse tops, 

of the cooperative actn u) , _ preached from tne 

not possible unless the pr in p ‘ journal has no 

From this point of vie\ 

vety^Spful. conretences Should be»»e 

To pop"'”'*',*',,. Union should take steps 
S.op«ath^e ShiWtions and lecture^- °tj f “n'l 

Since the Union h=lP 

*;nn°^crsiS.e %x5:n?trp“|'“ 

uigent necessity j to be neglected. 

tivc principles and pracuccs Ujuon 

j-«r.n • The financial PP^m income from 
Financial condition . !» ^^^owing the inborn 

v,iU be clear to” nfome and total eapendtture. 

tuain sources of funds, to 

Provident Securities 
Fund 


(in thousands of Rupees) 


Year 

1929 - 30 

1930 - 31 

1931 - 32 

1932 - 33 

1933 - 34 

1934 - 35 

1935 - 36 

1936 - 37 

1937 - 38 

1938 - 39 

1939 - 4 Q 


Govern- 

ment 

Grants 

67-67 
57-68 
69-10 
71-87 
71-33 
75 73 
76-56 
81-61 
92-61 
131-20 
117-86 


Others. 

1-56 
3-40 
8-14 
3 99 
4-90 
12-71 
20-68 
6-37 
6-21 
• 3-18 
2-31 


Contri- 

butions 

71-11 
86-71 
83-64 
82 03 
76-54 
65-73 
64 91 
118-17 
128-04 
100-35 
1 Q 4-38 


61-08 
64 97 
78-44 
91-03 
102 64 
110 47 
127 09 
139 21 
161-87 
169-45 
175-00 


10-20 

6-81 

6-71 

5 - 55 

6 - 28 
6-83 
5-89 
5-29 
4-21 
4-21 
4-21 
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1040- 41 

1041- 42 
)<)42 43 
1043-44 


247 27 
224 
lOG 04 
ISlOl 


m 5'* 
105 32 
167 07 
19204 


111 03 
21)010 
209 10 
217 30 


3 53 
3 7S 
2 03 
2 57 


Table II 


Year 

injO 31 
1031 32 
)'JJ2 33 
1034 34 
IJ34 36 
I’lSS 33 

1036 37 

1037 34 
U1S3> 
192J-4U 
lOlfl 41 
1041-4.' 
1112 43 
1043 44 


177 23 
182 10 
177 16 
174*50 
ICI 29 
160 79 
21834 
23173 
240 44 
233 SO 
3*0 43 
31083 
37210 
315 2s 


Totsl 

171 95 
1C9-01> 
163 7* 
10543 
1C2 54* 
179 82 
’1543 
230 irO 
23253 
2)133 
207 75 
322 22 
37CSy 
34* 62 


the 

A 


During the last ftriv ^cars, asis evident from ‘ 

fitianaal condition of the Union has not been saliwact ^ 
comrouiecttas appointed b) the Union m A^i^qii^he 
ways and means to improve the situauoo In 
tecomroendauons of the commiuec were given effect to 
expected defiat was converted into a surplus 

The fact, however, remains that the Union depends to a 
large extent on Government grants From the 
oE view this dependence is deplorable but under the c 
stance uoasoidable The central banhs in the Province 
pared to similar insmuiions in the other ptoMnees ate tiny 
tions and unable to bear the a>st of cfiiaent supervision tj 
ctntneni should, therefore, be mote generous to the Unio 
bring financial stabihty to the Union 
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the general policy has been 

for the Movement. _ _ p. were 
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governed by ‘ .vas amended Act. IM* 

In 1912 the Act of Vooperadve Societies 

of cooperative activity. ^rnent in the Provinc .ipHes was 
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■Under the Act of ^^hilan’ to ‘ chance and ‘ non- 

changed from ‘ Rural and 1 cooperative 

Recognition was granted to g. in 1919 and 

credit’ cooperative activity. „nri=(l twice, once 

The Act of 1912 has been amended 
again in 1944. ;rmie arbitration 
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Amendment of Act of 1913 was amen ,,^^ysum 

proceedings section 42 of *<= ';?„ 4 .A was added, 
sub-section 4 another sub-secuon 
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ordered under this section to be recovered as a contribution to Ae 
assets of the society oi as cost of liquidation *^*5'“*^ ■?; 

on a requisition being made m tbts behalf to the Collector, 7 
Registrar of Coopcratit c Soactics, in the same roannet as atr 
of land retenue.”^ 

At the beginning of sub-section fi of the section the 
vroids ^^cre insetted, viz, “save as provided in sub-section 4- • 


Amendmem in 19« : In 1944 to slrenphcn SaUiy 
Soacues a Governor’s Act tvas passed amending the Act ot 1 
and a new seaion 28A was added to section 28 of the oln a 
This section runs as follows : 


“28- AO) Any member of a societymayc«cutcanyagr«‘ 

ment in favour of the society, providing that his employee s 
be competent to deduct from the salary or ti agcs_ payable to 
by the employer such amounts as may be spedfi^ in the _ 

and to pay the amount so deducted to ihe society in sausiact 
of any debt or other demand owing by the member to the socic y- 
(ii) On the execution of such agteemeot the employer shal , 
if so, requited by the soaety, by a requisition in writing ana s 
long as such debt or demand or any part of it remains ’ 

mase the deduction m accordance with the agreement and pay 
amount so deducted to the society. 

(m) The provisions of this section shall also apply to all 5U<^ 
agreements of the nature tefetted to m sub-section (i) as were i 
force on the date of the commencement of the Cooperatn 
Societies A«, 1944. 

(iv) Nothing contained in this section shall apply to persons 
employed in Federal Uailw^s or other Departments directly under 
the control of the Central Goverament.”j 

The Act provides for reeistratioo, rights and liabilities of the 
members, duties of legisteretf societies, inspection, audit, atbitra* 
tion and bquidation Numetoos privileges have been granted to 
the Cooperauve Societies by the Act and under rules and noofi' 
cations made by the U. P. Government, 

Privileges to Cooperative Societies ; (1) Cooperative Societies 
under the Act have been iconised as corporate bodies with a 


'Coaptuuve S?-.j ie> (XTiuln-atj Aet. U19 (O. P. Art W 

1019) 

\9t4) P- Atwndment) Act im P Act 1 nf 
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perpetual succession and a common seal. They can hold property, 
enter into contracts ‘and institute and defend suits and other legal 
proceedings, 

_ (ii) The societies enjoy a priority of claims, subject to the 
prior claims of the Government in respect of land revenue or 
another sum so recoverable, and of the landlords in respect of rent. 
The societies, however, are allowed no power of distraint. Priority 
can be enforced only through a civil court on an application 
made under section 73 of the Civil Procedure Code. 

(iii) The society has a charge on shares or interests in the 
capital and on the deposits of members and past members and 
bonus or profits payable to a member or past member in respect 
of any debt due from such members or past members. 

(iv) Shares and interest are not liable to attachment or sale 
by any court. 

(v) The liability of a past or deceased member continues for 
two years after the cessation or decease of a member. 

(vi) Cooperative societies have been exempted from the 
operation of the Indian Companies’ Act, 

(vii) Remission of stamp duty has been granted by a Govern- 
ment notification dated the 23rd October, 1919, in respect of 
instruments executed by, or on behalf of, any registered society or 
instruments executed by any officer or member of the society 
relating to the business of the society. Arbitration awards are 
also exempted from stamp duty. 

Receipts of personal pay by the employees, security bonds 
executed by an officer, orders of a liquidator sent for execution 
to a civil court and receipts for honorarium to honorary workers 
do not come under these exemptions. 

(viii) The Governor-General in Council has also remitted 
registration fees payable by registered societies and fees chargeable 
on instruments executed by any officer or members of the society 
relating to the business of the society. 

A cooperative society can inspect the necessary books in the 
Sub-Registrar’s office, in order to ascertain encumbrances, free of 
charge. Societies have to apply for inspection through the 
Registrar, Cooperative Societies. 

(ix) The operation of the Income Tax Act has, also, been 
suspended against the profits of registered societies and dividends. 

(x) Cooperative societies have been given the privilege of 
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(xviii) The Government in U. P. has also expressed its 
opinion that school teachers working under District Boards can 
be usefully employed for cooperative work. 

(xix) The Court of Wards, also, in its circulars has emphasised 
tltat so far as possible the Movement should be helped by the 
department. 

(xx) And lastly, the Local Governments have been empowered 
by the Secretary of State for India to give financial assistance to 
cooperative societies for ‘ Hatijans ’ and other experimental 
societies. 

The concessions granted to the Cooperative Movement are 
thus extensive and valuable. 

Since the Act of 1912 was passed great strides have been 
made by the Cooperative iSIovement in the U. P. The provisions 
of the x\ct and the concessions granted to the cooperative societies 
are no longer adequate" to facilitate a proper development of 
cooperative activity in the Province. Experience has shown that 
many existing provisions need amendment and new provisions are 
needed. Even the concessions granted to the societies require 
enlargement. 

Many of the other provinces of India have thoroughly over 
hauled the Act of 1912 to suit the local requirements and have 
passed separate acts. In the U. P. also the stage has been reached 
where a separate Cooperative Societies’ Act is needed for a more 
rapid development of cooperative societies. 

Amendments and new provisions suggested; The new 
Act should embody the following amendments and new sections. 

(A) Amendments; (i) In section 4 of the Act of 1912 tlie 
phrase ‘ which has as its object the promotion of the economic 
interests of its members in accordance with cooperative principles ’ 
should be substituted by 'which has as its object the promotion of 
common interests of its members in accordance with cooperative 
principles.’ 

l^y now it has been recognised that the usefulness of the 
principles of Cooperation is not confined to economic activities 
only. An association of the people for non-economic purposes, 
e,g,, for improving tlie health of the people is both possible and 
desirable. To extend the scope of Cooperation still further the 
above amendment is necessary. 

fii) Proviso (2) of the same section makes it compulsory for 
agricultural credit societies to adopt unlimited liability. Although 
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uolimiKd liability has mmy advanBBK and id 

piopciK avoiUd mvaivcs little nsks due 

Ignorance of the people it has always been a the socielies 

agrioiituiMs and moneylenders have kept aloof i, of 

dSe lo the feat of nnlimited liability and 

finances and bussmess talents have, been lost ^thete- 

tutal credit movement. The agttcuUuctl credit ,, ’r.tscnt 
fore. ha%e not been able to fulB the expectations held ot tftcm. 

It IS no doubt true that ' Village Banks ^otr, have 
habiUty but as has been pointed out clsc-whcie these can . 

agricultural credit socicucs. To mix up credit and other a 
IS not quite sound. ^ . 

An option should, thetdbtc, be given 
credit sodciics to have cither limited or unlitnited iiabjuty 
Proviso (2) should be accordingly amended. 

Cm) Section 0 of the Act of 1&12 should be so amended as to 
make it obligatory for the Reghttat to register a socic^ it 
satisfied that the society has complied tvith the provisions ot w 
Act and the rules and that the proposed by-laws are not contc«r 
to the Act or the rules. Reasons for refusal to register a soae^ 
should be recorded in writing by the Reristrar. ,Appws 
the ocdcK of the Registrar should lie to the Minister in charge 
CooperatiotL 


The present powers of the Registrar are too wide. No 
a certain amount of discretion is necessary lo check the growth ot 
of societies with meagre chances of success but if the provisions 
of the Act have been complied with and the by-lavrs ate also 
sadsfacrory there is no reason w’hy the society should not be 
lettered. 


(iv) A similar amendment of sub-section (2) of section H of 
the Act is also necessary to make it obligatory for the Ri^istut 
to twister by-laws or their amendmeots if io his opinion the 
provisions of the Act or rules ate satisfied. For refusal to register 
the amended by laws ot additional by-laws reasons must bc.givcn 
in writing. 

(v) The MacLagan Committee tccammcnded that the prior 
c l a im s of the sodety might be definitely described as a cba^c on 
the property in respect of whidi the loan was granted. They 
have pointed out in their report diat the pnority of daims was 
inoperative as it was difficult to prove that a crop had been grown 
with the help of a particular loan. Another difficulty was that 
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unless the society had a decree from a court the priority could not 
be enforced against a judgment creditor. The position has not 
changed even today. 

Section 19 of the Act should, therefore, be so amended that 
‘ the lien as granted by the Act should also operate against outside 
attachment or sale even in the absence of a decree in favour of the 
Society 

(vi) The other provinces of India which have passed separate 
acts have extended the period of liability in the case of a deceased 
member to two years. The U. P. also will be well advised to 
follow the same.' Section 24 of the Act should be amended 
accordingly. 

(vii) Cooperative societies unless they are organised for 
providing long term credit cannot lock up their capital for long 
periods by advancing loans against mortgages of immovable 
property. Although under sub-section 3 of section 29 of the Act 
of 1912 the Provincial Government is authorized to restrict such 
lendings or even prohibit them no orders have been issued by the 
U. P. Government so far. The section may be retained as it is, 
but the powers given in sub-section 3 should be exercised and 
definite orders regarding instructions regarding restrictions on 
lendings on mortgage securities should be issued. 

(viii) In order to strengthen the Reserves and thus increase 
the credit of the societies it seems desirable that a greater portion 
of the profits than is provided for in the Act should be contributed 
to the reserve fund. It is suggested that ^rd of the profits instead 
of Ath should be credited to the reserves. Section 33 and 34 have 
to be amended accordingly. 

(B) New provisions : Besides the amendment of the existing 
sections of the Act of 1912 the new Act must include a number 
of new sections also. 

(a) The Act of 1912 has no provisions regarding the status 
and management of Cooperative Societies. Under the rule making 
powers conferred by the Act on the local Governments, in the 
U. P,, rules for the same have been made. Since the success of 
the societies depends, to a very large extent, on how they are 
managed, sections in the Act itself should be added regarding 
management and the Registrar of the Cooperative Societies should 
be given the powers to ensure that the societies ate not mis- 

^MacLagan Committee Report- — Pages 43. 
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providedl that the change will not come into effect till the written 
consent of all the members and creditors has been obtained or the 
claims of the members and creditors who do not accept the 
change have been discharged in fall. Otherwise the confidence 
of the people in the society will be shaken. 

(f) Fragmentation of holdings is one of the most serious 
handicap in agricultural improvement. To cope with the problem 
Consolidation of Holdings societies have been started in the Prov- 
ince but they have not become popular. There are a number of 
difficulties in cooperative consolidation which can only be removed 
if special provisions are made in the Act. The Act should provide 
that the same rights which a mortgagee has over the land mort- 
gaged to him originally shall be transferred to- new plots held by 
the mortgagor if the holdings are consolidated and that no suit 
shall lie in any court against a guardian of a minor in respect of 
consolidation effected through a Consolidation of Holiding Society. 

(g) The growth of long term credit facilities which are 
urgently needed by the people has also suffered due to the absence 
of provisions relating to tliis type of cooperative activity in the 
Act of 1912. Besides the amendment of the Tenancy Act in order 
to give transferable rights in land to occupancy and statutory 
tenants the operation of a number of existing legislations has to be 
suspended against mortages in Land Mortgage Societies. 

The Act must provide that the provisions of the Transfer of 
property Act, Insolvency Act, Trustees Mortgagees powers Acts 
and Land Improvements Act shall not be applicable to transfers 
made in favour of Land Mortgage Societies. 

For the purposes of mortgages by members of a joint Hindu 
family the improvement of agricultural land or tlie method of 
cultivation and purchase of land should be declared “ purposes 
binding on the members of a joint Hindu family.” 

So that the loan obtained from a land mortgage society, 
specially for the redemption of an old debt, is applied to the 
purpose for which it has been taken the Society should be given 
the right to give a notice to the creditor of the member to receive 
payment of the sum due to him within a certain time. It should 
be provided that if a creditor fails to accept such notice or receive 
payment such debt shall cease to carry any interest from that date. 

For prompt recovery of the dues powers of distraint should be 
given to the Registrar so that on an application being made by 
the society die sum may be recovered from the defaulting member 
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by distraint and sale of not mote than ^ the 
mortgaged including the standing crop * c 

vid'd that if a mortgage deed confers the pouct of sale, ^ 
out reference to a court, on a land mortgage soaclv, in case a 
IS made to recover dues no retcrence to a court shall be 
The title of the purchaser should not be open to question in t 


Suggestions regarding enlargement of concessions Fn 
ther enlargement of concessions granted to Coopcrau% c k^oaetic 
will also be accessary to facihtaie the growth of Cooperation in t 
United Provinces , 

(1) Debenture bonds that may be issued by Coopcfatixc 
Soaeties should be guaranteed b) the Government in respect o 
interest and declared trustee secunties By doing so a Kcaiec 
flow of capital into the Cooperative movement can be assured 

(2) Receipts of deposits of agticuhural and industrial products 
in Cooperative Sale Societies should also be made ne^tiabw 
Even It sale societies arc not m a position to make advances 
against such products the producers wiU not be forced to sell their 

E roducc at unfavoatable prices and will be enabled to wait fora 
cuct price Advances obtained from other banks and baobers 
can be easilj repaid out of the sale proceeds of the produce 

(3) A considerable financial hdp can be given to the Coopera 
tive Movement if Takavi loans are advanced and collected through 
the cooperative societies 

(4) The Government should also permit local bodies h^ 
murncipaliues. District Boards, Improvement Trusts, schools. 
Court of Wards and Uruvcisiucs to invest their funds m Coopera- 
tive Banks If these lostitotions are permitted to deposit the 
Provident Funds of the employees in Cooperative Banks a 
large amount of money for long terms will oc available to the 
movement The Registrar, Cooperative Societies should, however, 
grant the privilege of acc^ting such deposits to a few selected 
Banks only so that the provident fund deposits remain safe 



CHAPTER XXIX 

THE U. P. COOPERATIVE DEPARTMENT 

Besides legislative assistance the State in the U. P, has set up a 
special department to look after the Cooperative A'lovement and 
guide it. 

The appointment of a Registrar, Cooperative Societies in the 
provinces was provided in the Act of 1904. The first Registrar 
in the U. P. took charge on the 23rd November, 1904. Since 
then the Registrar has been guiding the movement. 

He is the head pf tlie Cooperative Department and is assisted 
by Deputy and Assistant Registrars, Inspector of Cooperative 
Societies, Supervisors and Auditors. 

The Registrar : The Registrar, Cooperative Societies has 
been the main-spring of the Cooperative Movement. Unlike the 
Registrar of joint stock companies he enjoys wide discretionary 
powers and his role is that of a friend, philosopher and guide of 
tlie hlovement. 

Powers of the Registrar (a) Registration : The powers of 
the Registrar may be summarised under 4 heads — (a) Registration, 
(b) Audit, (c) Arbitration and (d) Liquidation. 

No society can call itself a Cooperative Society unless it is 
registered under the Act of 1912. The application for registration 
has to be made to the Registrar. He has to satisfy himself that 
the by-laws are according to the Act and rules, that they axe suit- 
able for the objects and that there are reasonable chances of 
success. If he is satisfied on these points he may register the 
society. The Registrar has the power to alter the draft by laws 
provided the written consent of the applicants has been obtained. 
He may also refuse to register a society. In such a case the fact is 
to be communicated to the proposed society with reasons. 

Any additions or amendments to the by-laws have to be noti- 
fied to the Registrar and registered. The Registrar has the power 
to accept or refuse registration. If registration of the amendment 
is refused reasons for refusal have to be given. 

No additions or amendments become operative till registered. 
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The arbitrators hear the case, examine witnesses and records 
and give their award in writing within the time prescribed by the 
Registrar, They also determine who and in what proportions will 
bear the cost of arbitration. The provisions of the Indian 
Evidence Act do not apply to evidence taken by the arbitrators. 
An appeal lies to the Registrar, if he himself has not decided the 
case, within one month of the communication of the award. The 
Registrar can review his own judgment or the award of an arbitrator 
within 6 months if in his opinion there has been a miscarriage of 
justice. 

No lawyers are permitted to represent either party to the 
dispute. 

Thus the Registrar is ultimately responsible for arbitration even 
though the actual work may have been done by an arbitrator 
appointed by him. 

♦ * 

(d)Liquidation : The Registrar, similarly, enjoys the discre- 
tion to order winding up of a society and to appoint a Liquidator. 

If he thinks that a society ought to be dissolved the regis- 
tration of the society is cancelled. This step is taken by him as a 
result of either an enquiry or an inspection of the books of the 
Society. 

An appeal against the order for cancellation of registration 
can be made within 2 months to the local Government. Jn case 
th'^re is such an appeal, cancellation does not become effective till 
the appeal has been decided. If there is no appeal or it is 
dismissed a Liquidator is appointed by the Registrar. As soon as 
the registration is cancelled the society ceases to be a corporate 
body. 

The Liquidator so appointed can (1) institute and defend 
suits on behalf of the society, (2) determine contributions by 
present and past members to the assets of the society, (3) investi- 
gate claims of the society and determine priority, (4) determine 
who and in what proportions will bear the cost of liquidation and 
(5) direct collection and distributions of the assets. 

The liquidator has the power of summoning witnesses and 
ordering production of books and papers. 

Procedure of Liquidation : As soon as a Liquidator is 
appointed he takes charge of all the books, papers, effects and 
funds of the society. ^ 
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A notice is then publisheil calling upon persons to submit 
their claims against the sociciy within a month 

The debts and liabilities of the society arc determined as they 
stood at the time of the cancellation of rcgisliation AU cU^s 
are examined and the questions of priority decided On that oaso 
a programme for discharging the liabilities is drawn up aria 
muted to the Registrar for approval 

The dues and other assets of the society arc simdarly deter 
mined and a piogrimtnc for the recovery of assets ana due 
drawn up and submitted to the Registrar for approval 

The liquidator has to determine the contributions to be made 
by the present and past members of the *ociety tt> 
aUo who and m what proportion will beat the cost of Uquiditio 
\ formal order noting the amount to be realized from 
and ex members js drawn up and submitted to the Regtstyar 
Registrar has the power to modify u The order, as appros cui 
may be sent to the Collector or me CimI Court for ccccufion 

When the sanction of the Registrar to the programmes sub 
mttted by the Liquidator has been obtained teaiisations anu 
payments can be undertaken 

After the recovery of dues of the society including 
button and the cost of liquidation and discharge of liabilities 
according to the progtatnmc, the soatty is wound up and a final 
report is submitted to the Registrar Even during liquidation 
reports have to be submitted at regular mtetvah to him 

A meeting of the members of the dissolved society is then 
held in which the proceedings of liquidation are summariz^ 
The liquidator ascertains the wishes of the members regarding the 
disposal of any surplus he may have m hand 

The Liquidator holds office during the pleasure of the Regis 
ttat and is always under his comtol 


In the United Ptovmccs the Department hds been rather 
unwilling to take the extreme measure of liquidation and it has 
been undeiiaken mostly when the entire assets have almost 
disappeared 


The procedure of hquidatiott involves considerable delays, 
too Cases have to be mstitoted and the collection of conttibu 
lions etc through a ci\il court or the collector IS a long drawn 
out process 
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Inevitability of these powers : During the whole life of a 
society, from its birth to its dissolution, at every stage, the 
Registrar’s powers are effective. 

So long as the Movement cannot be handed over to non- 
officials with a reasonable certainty that it will be conducted on 
tight lines, wide discretionary powers for the Registrar are neces- 
sarjt Discretion in registration is the only check on a mushroom 
growth of cooperative societies with no chances of success. 

Control over audit, arbitration and liquidation are equally 
necessary. The Registrar has to satisfy himself that the Move- 
ment is financially sound . Audit, thus, must remain a special duty 
of the Registrar so long as he continues to be responsible for the 
Movement. 

Being a person who is expected to be fully conversant with 
the working of cooperative societies, if expenses of litigation are 
to be avoided, there can be no other person better fitted than the 
Registrar to settle disputes regarding the business of cooperative 
societies. It is, therefore, in the fitness of things that powers of 
arbitration should be exercised by him. 

The Registrar has to do everything in his power to create 
' confidence in the Movement among the people. To see that the 
faith of the people in Cooperation is not shaken it has been neces- 
sary for the Registrar to have the power to scrap indifferent 
societies. ‘ Nothing succeeds like Success ’ and so ‘ Nothing fails 
like Failure’. A few good societies do much more to create con- 
fidence in the Movenient than a large number of indifferent 
societies. 

The powers of the Registrar are not arbitrary, however. So 
far as the internal working of the societies is concerned it is not 
intended that he will interfere. He is expected to exercise his 
discretionary powers only if in the interests of Cooperation and 
. the growth of the ISlovement his intervention is necessary. 

In addition to the above powers the other functions performed 
by the Registrar are, also, vital for the Movement. He has to 
study cooperative literature to keep himself posted up to date on 
cooperative development. Economic problems confronting 
different classes of people have to be studied by him and the 
economic conditions prevailing in the Province require a correct 
appraisal. He is responsible for the collection of cooperative 
statistics and advises the Government on all cooperative matters, 
The entire Movenient is thus planned and conducted by him, 
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Thcinipomncc oftheRtgistntforlhc success of Coopers 
tioc cannot, thus, be exaggerated 


Necessary Qualifiealions of a ncgistrrr In 'lew of tlie 
extensive discrctionar) ponets eniojcd b) the Registrar t e 
lopment of the Movement depends on the enthusiasm, abi itj 
irajginaiion of the person v:ho occupies 
cxacung office The Registrar has lo be a htgWy f . 

and must becatefull) appointed by the Go\ctnmcnt it nas 
recognised by the Goternmeni as uell as the People that the 
of the Mo\ement is linked up nith the Registrar 
ernment of India in ihctt resolution {R and A Depattm^ 

No 1 C3-3 of 29-i 190J) said about the ® 

should be scle ted for his special qualifications The 

lagan Committee also has Uid doun the qualifications , 

and the duties to be performed by him The Royal Agricuitu 
Commission, 1028 has pointed out that the Registrar in oroct 
develop Cooperation satisfactorily must possess a number 
qualifications 

Cooperation in the provinces being more or less a oncrn« 
show, the personality or the Registrar has a great beaang on in , 
'access of the Movement If the Registrar has a forceful personality 
he can bring about a rapid development of the Movemeor 


He must have a considerable adroiciistraii\e experience ah® 
Knowledge of the people and ihcit economic conditions are essentia 
qualifications for the )ob as the coopcratidTv of honorary workers 
has to be enlisted for the healthy growth of the CoopcratitC 
Movement 


The Oakden Cornmittec has summed up the necessary quah 
fications for the post m the following words “ Enihusia'-m ao® 
the power of inspiring it m others, dnvc initiative and a wide 
education fortified by special tnuouig ate the essential qualifiw 
tions of the Registrar ” 


In -the appointment of persons to the post of 
Cooperative Socicucs the praucc follow cd by the U P has been 
highly uasatisfaaoty 

The Registcats with a few exceptions, have been members of 
the Indian 0\il Service and have been appointed without any 
reference to the qualifications necessary for the post At the time 
he takes up his onerous duties, he may be having administrative 
espcitence but he is generally ignorant of the principles and 
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on the development of the ^^ififLcessary for them, 

rhe?efo"uSfs:de1esat in.«val. and — ca.cfully 
how the societies have been working. 

Supervision and Supervisors : funds advanced 

the benefit of the financing banks S ^f banks to 

by these banks may remain to them are managed 

ensure that cooperative societies • maintained by 

properly. Before 1928 the number of 

the central and district banks. , , g however, hopelessly 

Supervisors appointed by t le . therefore, recommended 

inadequate. The Oakden . . ’gbould be transferred to a 

that in order to improve supe^vi p Cooperative Union 

provincial organisation. In „ o„nprvision has been transferred 

kme into exittence f ^ «nce * bXS are affiliated to it. 
to it b, those central and dtstr ct bank 

Supervisors are now suoervision of the societies 

to the central and district banks banks cannot remove 

affiliated to them. The af «>' ‘“a „pott against them, 
them from service but they . uiaintaining their accounts 

Supervisors have to help the s^ inspection notes are 

and books. They have to see societies are not mismanaged, 

enforced by the soaeues and that *e 

Inspectors give effect followed by the societies 

Supervisors have to see that p ^ gj.y|gQrs are, therefore, the 
in actual practice. Inspectors an P f ^be Movement. 

two offices on whom depends tl^^u-ss ^ 

Since they have got to “““must be on the basis of 

in the rural areas selections P^^j sympathy for rural popu 

their knowledge of rural cond principles and practices of 

lation. An intensive trainmg 

Cooperation must also be impar . ^ ^ candidates 

The Cooperative Department m 1 

for training as Inspectors no belong to agricultiua 

but rightly gives due weight to whet bttle attention has 

or non-agricultral classes. . ^ Lj-jon itself in selecting a candi- 
been paid to a knowledge of Prudent career have studied the 
date. Candidates, who, m thei preference over others v^ho 

principles of Cooperation, should get pre 

have not done so. 
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General duty TSult Education 1, Train- 

l”“ Coote^Ave Uo.n X. 
Dudhi Estate 1. , -o • £. Jnrino- t-he same 

The number of super^dsors in the Province dur g 

year was 598 distributed as fo ows . marketing 208, Ghee 

Credit societies and ^ojidation of Holdings 12, 

38, Milk and Dairy Societies 6, 2 Poultry Societies 3, 

Women Societies 6, Land Mortgag . • ’^otton Scheme 3, 

works, among Harijans f “rDepuution 56. 

Dudhi Estate Development Scheme 1, o P 20 

There were 81 auditors m all-sixt>-one perm 

temporary for dehydration ^ at 215 per Ins- 

The average number of socieu ^^aitor. This clearly 

pector, 31 per Supervisor .and 28 / p^^^ inspection, super- 
shows that the Department is ^(.j^ties in a year is a physical 
vision and audit. To audit 2 jg ^ number 

impossibility. That is the teas V of 215 societies 

of societies that remains 'Jtiauditecl. societies out of 

by one Inspector makes freque , ^ effective. Supervision 

question. Naturally ot be undertaken by one super- 

which is a continuous process -Qpgf supervision, inspection 

visor for 31 societies. Lack of for the slow 

and audit have been imporU ‘ development of Coopera- 

growth of the Movement. Lorap p to ^be strengthened 

don the staff for these purposes has 
considerably. 

Publicity : In a country like L^^^a whe^e^the is 

of population is steeped in ]^gg of Cooperation. Till the 

the only method to preach the p , P q£ propaganda was left 

beginning of the present decade . & publicity section has 

to the Inspectors and the ^“P^^ Press, platform and 

now been established in the Dwp Ardcles and pamphlets 

radio are being used for publicity ‘ foe Province and 

are published in English and the , ^ A„ct from the All India 
talkLn cooperative subjects are broadcast from 

Radio station, Lucknow. . . oreanise coopera- 

Another measure adopted for pub Province wherein 

tive conferences and meetings throughout tue 
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CHAPTER XXX 

FINANCIAL ASSISTANCE AND PUBLIC AID 

lowef tl“piucy TuXtakto? M 

'''"'Ifrcgatds *rc«dk firs, few experimental 

socieL bffore file Act of 1901 was |p”VoTenerll 

Rs. 1.000 each. Later *‘s pracnce was , g.ven^^ 

financial aid is given now nccasionally small sums have 

agricultural, although in special cases occasionally sm 

’"'"T^nSn-aedit societies financial help from the Government 
has been more liberal specially been available 

“'"'"Loans and Deposits held from the Government, at the dose 
of the year, in rupees, by 

Agricul- 
tural 
Credit 
Society 


Year. 


Agricul- 

tural 

Society 


1909-10 

1919-20 

1929 - 30 

1930 - 31 

1931 - 32 

1932 - 33 

1933 - 34 

1934 - 35 

1935 - 36 

1936 - 37 

1937 - 38 

1938 - 39 

1939 - 40 

1940 - 41 

1941 - 42 

1942 - 43 


Rs. 

44,848 

524 

26 

200 

'148 

44 


100 


Rs. 

41,500 

800 


975 

2,600 

2,600 

2,600 


Agricul- 

tural 

Non- 

Credit 

Society 

Rs. 


Non- 
Agricul- 
tural Non- 
Credit 
Society 
Rs. 


Central 

Banks 


900 


1,958 

1,688 

1,452 


6,882 


26,150 

31,798 

24,192 

55,698 

24,915 

55.681 

23,203 


2,761 
2,600 
• 4,600 
4,000 
8,000 
5 , 4‘'!0 
19,100 


Rs. 

56,200 

1,774 

14,700 

13.000 
17,500 

16.000 
17,900 

17.400 

16.400 

15.400 

13.620 

14.620 
18,370 
18,270 
16,070 

7,400 


: , nrr^r.f-i(»ries United Provinces. 

'Annual Reports of Cooperative a 

41 CM 
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Alovement is nothing more than a State-Department organis'ed 
with an ulterior motive. In India, where the Government did 
not enjoy the confidence of the people, tliis impression was bound 
to prove disastrous and keep people away from the Movement. 

State aid would also mean state control of cooperative 
finances. Public money cannot be employed unless the taxpayers 
can exercise control over how it is being used. But state control 
would retard the growth of cooperative spirit. 

Thus, regular financial assistance is not in conformity with the 
aims and ideals of Cooperation. 

The above arguments do not apply, however, to loans and 
deposits from the Government. 

Criticism of the State Financial Policy : Although, theoreti- 
cally, the policy of the Government cannot be questioned, from 
the practical point of view it has definitely been carried too far in 
as much as even loans and deposits have been limited. It cannot 
be denied tliat the Movement in the Province was a result of 
Government initiative and not of a spontaneous popular demand. 
Under die circumstances a too cautious policy in the matter of 
financial aid to the Movement has certainly retarded its growth. 
It would have been much better if practical advantages were not 
sacrificed to theoretical considerations and state assistance were 
given to a greater degree. Practical consideration even required 
more liberal grants to cooperative institutions. India is a poor 
country and unless grants are forth coming the Movement cannot 
become wide spread. Such assistance could be gradually reduced 
as the movement grew and attained its full stature. 

Public aid : The success of a Peoples’ movement depends to 
a large extent on public spirited and generous enthusiasm of 
not only the workers in the movement but of the public as well. 
Whatever the State may do, Cooperation cannot be successful if 
the people take no interest and do not join cooperative societies. 

When Cooperation was first started it evoked a good deal of 
sympathy and interest among the people but the enthusiasm has 
not been maintained throughout its development in the U. P. 
The rural population in the Province is illiterate and ignorant and, 
therefore, highly conservative in ideas. Enthusiasm for Coopera- 
tion can not be expected till the leaders of public opinion in the 
rural areas understand Cooperation, have faith in it, approve of it 
and carry on a propaganda for it Unfortunately these people 
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that was the main reason why - jXe'meit 
there has beea a greater exp ^ get to public support has 

Though the situation Jith^te.pe^^ 
improved the stage has .7 , ^ the development of tie 

“fifhr;S:tUerth" Sol^-en” to fnttnst the Movement 
to non-official hands. ,s dcploi- 

Fiom the cooperative point ot P cooperat, on- 

able and all efforts must be made 

minded. - through .lecture tours, 

Much in this direction can e a knowledge of the 

the press and dissemination Congress workers m the 

principles and practices of c°°Pf intensive propaganda for 

rural areas should carry on people and can bring 

CooU^™- Tkey are m ton* ^t^e'be'liel.s that will accrue 
home to the minds o^^ie “asses t cooperative enthu- 

to them from cooperative acti * also should spare 

ILls, whether in Xe vospef of Cooperation. If a ceaseless 
no efforts to preach foj- the Movement can eas y 

propaganda continues enthusiasm 

aroused among the people. gf tlie Press will be the 

For the educated classes the i yt must be said to the 

moit suitable for cooperative propag bgen sympathetic 

“ edit of the Press ^^ore Mtensive propaganda is necessary, 

to the Movement. But ^ mor g^ public opinion m 

Another method by "T^’^^.gLd is i spread knowledge of 

favour of Cooperation jjges among the rising 8"^“^ 

As fumre citizens they wii be bei be assured, 

than we have been and the tutu 
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(ii) A p«t of the \7Jliue7o the ptple oS' « 

rsV"3!i‘;-«T';S^^^ 

laSr If*e..o«“y°“J ',tngs”Tll coJto 

Tcoope" ocieues etc 3ulh savings *; 

a much mlmbers of societies as 

economic s«^g* of Cooperation, so f 

increased, ine not been conni . gje com- 

the rate of f only. Cooperative soclM ;ir custom 

of cooperative s mahaians and to < Poooerative 

petitorsofthebanias and *,.r rates^ Cooj.erat^_ 

these people have been c^^^ operating, the money 

societies, ^^r^"'^lf.^Xe%ateTof ^interest charged by the m 
mental m lowering people in general, 

lenders to the benefit of the pe p^ 

(ill) CooP«“°jj^“eotht has ,h3t‘'*pioducts for 

cheap “ ^“i”%iiements and sale of 

«ces Af — rlS t 

rumeTst“l ‘\r%*ftS't§S'Vrre^^ » the naenabers 

Marketing pf many '“marketing of gh« *0 Pro ^e^^^ 
cooperative basis. lo « j 5 P'' ”A >f *V?avere sold in 
an advantage o Society. 2545 §je producers got 

a Cooperative Ghee o ^ Unions. Thus tne p 

1943-44 through th ^G^^ of other produce 

Se p^iu^c^direct. f ^^^cane Aer^^is a 

“•.Siss 3 .JS. If i;:-. ,— • 

-v.;c;' "i“. >- “•■ 

Thus on the one hand tn 
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because the prices pauJ for (he purchases have been reduced and 
on the other hand tl cy hate been a better price lot th-it 

roaiketible surplus The result has been a consldetable impiote 
raent in thcit economic condmon 

Thcsimcadramagcs ha\c acemed to the memb^ ofwdut 


tnal societies as ell 

(n) In so far as Coop-ranon has tmd to improsc production 
qualuaiucU and quantitative!) ithas tried to put moremonc) m 
recti) into the pockets of the producers and to a hmitcd extent 
It his achtesed something m this direction 

(\) The attempt of Gaoperation has always been to 
unnectssar) c'tpcns-s as far as possible Litigation is d sa^ragw 
and all unproductne expenditure is sought to be reduced 
\Uhough m this respect not n uch could be achieved due ^ 
consenati m of the people some thing has been done v,nicn 
cons det ng the circumstances should not be regarded as mean 
As a r suit ofth-a tivitiesofB «ec Ltting Societies lus cstimatea 
tluc m 1033 a suing of R.S I lakh was affected over ceremomes 
mostly m images Although it canoot be known exactly to what 
extent iNoidible expenditure has been reduced it is b'yond doubt 
that some money has been saved 


Social and Moral The social and moral achievements of 
Cooperat on m the Province have been equall) jmpomni It 
has taught to those who have come under tts influence the lesson 
of unit) Among the memhets of the soacties corporate fwbog 
15 strong, and a bratherhood of Cooperation is gradually being 
evolved 

As compared to people outside the Movement the outlook 
of the members of the s Kitties is certainlj broader In societies 
memb-*rs have to depend on one another Naturally their attitude 
of mind IS less selfish 

Character again Js the chief asset of members of cooperative 
institunons Persons w jih a doubtful character are excluded froni 
membership and loans arc generally advanced on personal integrity 
and d hgence Those who wish to join a cooperative societ) 
must so reform their character as to be acceptable to the metab^ 
of the sociciv This insistence on character has been responsible 
for reforming the character of many an individual 

Cooperation readies the saluc of punctuality and prompt 
payment and thus exercises a \ cry healthy mSuence on the merohcis 
of societies It makes a man business like m his dealings 



.C,»EV^^,®TS A..0 D,fE.COLT.ES OP COOPEPAT.OK 

. flip, me 


329 


Social reforms have also Living Societies 

societies and through them m t ae functions hke naarriages, 

have tried to o’rtail expenditure ' normal occurra 

births and deaths. Caste restricted and societies have 

on any of these occasions have ^ ^ member can ‘ 

in some cases, fixed the ,,^.,cnts is also 

marriages etc. Investment in ounn :jtcd to take part 

thesodeties. Since the member aic^ not society are not 

in any social funciion . ^ them gradually , 

observed others who arc «)nncctcd v set in m the 

follow the rules of the suciety , 

^°caluy. . i.rr'filv improve the 

Better Living Societies, have 

living conditions of then mem - paiapets on ^/s 

facilities, disinfected wells, j-^jicrcd for training ° ^je the 

ensure a healthy water supp have manure pits^ cinitation, 

and nersuaded their members ‘ „,n,le to ■ 


uavite a healthy water supp , j • ^ naanure cTmtuion, 

nd persuaded their ^aenabe^ ^ 1912-43 

SfhmdgeLraUiX 

Lnven training, 2564 dispen ^ constructed on - attention, 

disinfected and parapets vc sorne 

1 II r tnwns aisu A , ^nwnS to eu.iui^ 


given training, 2564 <^^^ 1 - 7 ;:^ constructed \ttentioD. 

were disinfected and parapet ^ received enable the 

The dwellers of the towns alw , to enan 

dousing societies have been . their own. 

people ?o have good acconamodatio 

r oe education goes, fellow 

Educational ; So (tit ‘ advantage ov portion 

operative societies have a gj^ty sets apart generally 

citizens. Every cooperative soae J “?,”fntembets and 

of its profits for educational p«Pj to the men 

utilised for providing [s ate opened or su jn,pjited 

theit children, Ptimaty schools ^ education .s n p 

Besides general education and coop r, trough Icdu 

todte members in all coopetah' cr„et infoimed 

propaganda, ^^^icty is 8““^ matters than 

A member of a cooper other corn 

on economic conditions, pn 
one outside the h'lovement. 

important. ^Members ot r 



,30 


„z® *S 0*« P'"P'' " ‘;'"'"'c„OCBt.C .«mU«0"5^“;'4U 

;“;:K;S3-S.'S5— ““■ 

hKhttachzngeBtn „l 

- . - >*r.vemcnts 


change B. he „t 

inticMo'cnuniuscU V gto^J^ 

to face . which has pgop\« 


geathcgto*;" 

mBmm 

Movemem m ““J edoBHon to ),js to 

kStmthetaodsof P'^P „„ranceof*' 

MotetoHtt ,„nonsWc fo' *' '^°mc a'*""? 

cred t soaety >8 rega Mitiaplcs of coopctativ , fstood 

zk, £la?'ofTfS.‘"XS -to - 



„nrUic extensions and 
edacated. Tl«s gives rise “ members oftlic 

oeet-ducs and leduces the benems 

Ovet-dues again have been «nd^' be-V 

In 1943-U die percentage of “'’.gt „ Altlwugb there ^ 

cultural Credit Societ.es " as -■> Oo_,o- rcentage has dropp 

dotvmvard tendenev smcc 10« “0 1 *e pr“e 

censidmbly since !!>■'? ‘’“" J^corta 11’« fcefthat 

percentage is not qmte is cleat to"' uted 

serious check to 'igo/ ot the outstanding ^ j 

right up to 1937 more than oO /o ° j^,,yc m tg 

olerducs. The same tcndcnc) is '’"O'"" aV„‘fits to the 

District Banks and » ejeties decrease and 

dues ate heavy loans from ^„(juccd. Another , cannot 
members are ^ the societies thena ^^ple in 

latge ovcrducs has bf" confidence ofthepe p 

honour their undertakings . 

cooperative institutions is shaken. another weak 

(d) Supervision of *= Mogmee" tention to *e gg-- 

point. Central Banks ^nprvision of cooper. ^ jn a 

of their own business and s p generally j^jiaing their 

their area of operation ^as been ^ p ^^"Skiuous 

province where people are g j j^ent depen necessar)^ 

own affairs the success of tbe Mo is also 

guidance from competent P ..P ^ pot the pii^P Central 

to check that the money is jsors emp^^^i supervision. 

borrowed. The number of superv effect^e 

Banks and Unions has been , ^];j}s account 

The work of societies hp suffered 

meat has not been rapid. I^gen limite 

(e) The achievemems of , pa« of the 

because of a neglect °f ""^gopeiative people or to the 

Cooperative Department. Kg trades of tb P • ^g^tedness. 

little attention has been pal , cannot ^^'P^^^^gUtedness must 

question of supplies, is removed mdebmdn^ 

Till the necessity for borro & ^ cnade ‘ societies 

continue. While cheap credit has member of tbe^^ 

operative societies, Bao^aTand the maht “requisites they 

have been dependent on jjgjnents and tr gj-ation, thus, 

of supplies of domestic ^ T The results of P . for it. 
labour under the same handicap. gothusia 

have not been spectacular 
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if- 'ind their expenditure 
always given a step ^^^TcomSensurate with its importance, 

on the Department has not been c , , Rems- 

(i) The Province has been ^le “’"f! 

trars. The Registrar is the ^sjj^sm, drive, personality 

ofthe success depends on the en - Alovemcnt has achiev 

ability of the Registrar.^^W^^^ by Reg^- 

success It has been due to Registrars 

for ej 


le success depeuas uu Movement aas -v.. 

itv of the Registrar. Wherever r Registrar. TaRe 

cess it has been due to the inters t Province 

tor example the Punjab, Strickland who are v e^l^ 

appear names like Calvert, o ^ Ijgj. of the Re^, 

known as endiusiastic ®;,le name of that calibre. It ts 

in the U. P. we do not find a ^ not attained that 

no wonder that Cooperation in 

stiituTC, rlrvp*; not exist 

(i) Aedve public sympa*ywW.a«Mo-- 

in the U. P. People of the come have 

ment and honorary organists * might have been he P 

cooperative development.^ ^^“f^Jards it The leaders of villaje 

taken an antagonostic attitude ^ patwaris R 

opinion — the landlords, mahajan * landlords are ag* 
aLdy opposed » Ccoperabon Tte TraSfsocieties 

klovement because it loosens tt Q^sider cooperate 
mahajans ate opposed to it as a y ^ .^aris look up ^^tside 
thdt dvals in business .*'f E. tlieir hive 

disfavour because tliey are afeal ^ j classes which c 
income. In the towns -the =<locateci__=^^ „ TSpk’s 
given a lead are too busy to . public support P 

development. In the absence of „ the fate of 

movement can not thrive and that has bee 

ment in the U, P. as well. planned develop- 

(k) There has been a ^^^^l^lopme^Qt^'of different 
meat of Cooperation, "^be .P . of the local P - or 

activities has been left to ^e imtgtive^.^^_ ^ ^TvdoP Co- 
and Inspectors of ^°°P®^^^'.Uusiast he tries to another 

Inspector is a cooperative eat transferred clever 

operation’ in his area but no ^ gocieties come to g£ ^^^^gjaered 
area the enthusiasm wanes and followed a w tvpes of 

has the development of Co°perau^^, different type 
plan based on the suitability . of p,ent 'be 

cooperative activity. t^er than a result of ^^^^centrated 

has been a matter of accident t -K-hoya Societies 
policy. Thus we find, for examp » 
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CHAPTER XXXIl 


COOPERATIVE RECONSTRUCTION IN THE 
UNITED PROVINCES 

(1) Educational Reorganisation : A movement which is 
organised on a moral plane pre-supposes a stage of mental develop- 
ment where the ideas will be quickly grasped and appreciated. 
For Cooperative Reconstruction, therefore. Educational reorgani- 
sation becomes a prime necessity. Masses have to be educated so 
that illiteracy, ignorance and conservatism which are the promi- 
nent features of the mental make-up of the population of the 
Province in general may be dispelled. 

Cooperative ideas have not been absolutely unknown to the 
people as not in the distant past. Society in the rural areas was 
organised on similar principles. In the village communities, the 
village panchayat, the caste biradari and the trade gilds rudiments 
of Cooperation were present. And although these institutions 
have decayed since the establishment of British rule and centralised 
control the principles on which they were run have not been 
totally forgotten. As such, for understanding Cooperation and 
running cooperative societies high education is not necessary. 
A fair knowledge of the three Rs is all that is needed, and that 
too so that the books and tlie accounts of the societies may be 
properly maintained. 

Educational reorganisation for a better cooperative develop- 
ment must include a mass literacy campaign, teaching of Coopera- 
tion in simple language in the primary classes of vernacular 
schools, and training of teachers of these schools in the principles 
and practices of Cooperation. 

(a) Mass literacy campaign: A mass literacy campaign 
should be launched immediately by the Government and free 
compulsory education should be undertaken both in the rural and 
urban areas of the Province. The standard of literacy, as has been 
pointed out elsewhere, should not be mere ability to read and 
write one’s name but education upto the primary stage. Many 
of the impediment to Cooperation will disappear once literacy 
according to our definition becomes general. 



p«m 


^36 _ in Pnmar> Coopei» 

(A Reoigim>«''°"f “^s„,oi. of *= “""Jf coopc»»^' 

5^SS#fSS^ 

,,, coopccamo E^^^^cLStedmAeP^^fct, of 

thoiC^'l' j ite 8'^^ of Coopenuon *' ?' Ths snndKi of 

FoTac '>«'*? S^”* °',o oof b= ”'S’"l"„,.cdbcfoiob-.t« 

. .mV>(>r of InspK'O'S,^'’? ="Sso°i 


needed .s. -go— ■■--■ ,s„_.so» At 

loceaso.be numbo. «' ^.?,bcs of *'<^°'Svc 

p,ceat .be «* f ,bl sWdLof.h=Inspe«“^'aeJ >n *' 

toopeo.ion be, on .be s °V ,„ be effecu'e'f 

Societt-sand *' aSupee'.sons'oo 'a g ^ jo °f 

»VSS -eidTJ-tTd-V 

Sopeevisots has 

tipacsion of th- '■‘o *„,moe of 

s;rSr=SS-‘*=“= 



' COOPERATIVE RECONSTRUCTION 


337 


through Senior Inspectors of the Department is hardly satisfactory, 
A College of Cooperation should be started in the Province where 
besides specialists m the subjects on the permanent staff the services 
of the University Professors and Lecturers in Cooperation should 
be utilised for theoretical training. While it must be admitted 
that Inspectors are the most suitable for conducting practical 
training, it is more than doubtful whether they are tire best 
agency for imparting theoretical education. Teachers in theory 
must have a broad outlook and a good knowledge of cooperative 
development all the world over. They must go through new 
literature on the subject and continually study the developments 
in cooperative thought. Saddled as the Inspectors are with field 
work, they have hardly any time to keep their knowledge of 
Cooperation up-to-date. It is only those whose main job is 
teaching who can do the vork satisfactorily. They alone are 
capable of independent thinking and imparting fresh ideas. 

The practical training of the Inspectors has to be arranged 
with the Department and can be entrusted to selected Inspectors. 

Since on the training of the Inspectors and Supervisors 
depends the cooperative training of the members of cooperative 
societies a College of Cooperation for the Province has to be one 
of the important items in any plan of cooperative reconstruction. 

The College of Cooperation should perform three important 
functions. Firstly, it should organise theoretical and practical 
training of those who will be future Inspectors and Supervisors of 
cooperative societies. Secondly, it should conduct researches in 
Cooperation and suggest new activities which can be profitably 
introduced by the Department. And lastly, the College should 
organise short courses for the Gazetted Officers of the Department 
and refresher classes for the Inspectors and Supervisors. Although 
the College may help the Inspectors and Supervisors in running 
short courses for the members of the Committees of Management 
of the cooperative societies it should primarily be their duty to 
do so. 

(3) Planned Development : General and cooperative educa- 
tion may create a better public support for the Movement and 
even lead to a more satisfactory working of the societies. But 
the maximum results from cooperative activities will not be 
possible till such activities are based on a well considered policy. 
Planning is the order of the day everywhere. It maximises results 
without an unnecessary waste of efforts and energies. The poor 
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growth of Coopcratioo m ihe U P ts mainlj due to the fact that 
the development of cooperative acticiacs his been hap-nazard. 
It ha« been pojmcd out in the previous cbaptcc that no attempts 
hare been made hy the Department to ascertam which areas are 
suitable for what types of cooperative development and that new 
types of societies have been the oat*comc of the efibris of a few 
enthusiastic Inspectors and Supervisors who have been bold 
enough to translate their ideas into ptacuce Where these officials 
have been easy going or shy of trying new experiments no devc 
iopm“nts have taken plate aUbough the condittcjtss have been 
cquallv favourable \bs*nce of a pUn has thus left too rauiii 
discienon to the field officers and the development of Cooperation 
m the various local ties has depended on the degree of their 
enthusiasm for the Movement If a cooperative reconstruction ts 
to take place now this policy of drift has to be abandoned and 
replaced b) a pohq of careful planning The plan m order to be 
a teahstic one must be based on a thorough study of tbe actual 
situation considered from all points of v lew 

(a) Survey of the Province The first ibmg which is 
occessarj, therefore for planning recoostruction of the Movement 
15 a surr« of the whole of the Province lo order to find out 
where diScreot types of socieucs can be usefully organised In 
this survey sp-cial attention has to be paid to the state of coopera 
«rc edaC2Uoa among che people th-ir enthusiasm for the More- 
meat the essential conditions for the success of various coopera 
tire actiFiues and how far the cooperative activities have been 
successful m parnculsr areas 

(b) Plan After a careful sutv^, when data are available 
a plan for the future dev elopmcot of OMpctation must be drawn 
up Instead of a central plan for the whole of the Province plans 
for different zones or areas will have to be made to suit local 
conditions and developments lo th“ plans different cooperative 
activities should be put down in order of priority so that if the 
enure plan cannot be worked out for Manual or other reasons 
those items uhidi arc the rnosi occcsszry maybe taken up fint 
and thus the maximum benefit may be conferred on the people 

(c) Its Execution Once the plans have been carefully drawn 
up the Registrar of the Cooperative Societies should ensure that 
they ate executed to the minutest details by the Inspectors and 
Supervisors Although die field officers have to be given some 
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discretion to vary the unimportant details to suit local requirements 
no major changes should be made by them without referring the 
matter to the Registrar or the Planning Committee appointed by 
him. 


(4) Cooperative Act for the Province : For a better deve- 
lopment of Cooperation a separate Cooperative Act for the U. P. 
is urgently required. The old Cooperative Societies Act of 1912 
with minor amendments in subsequent years still governs coopera- 
tive activity in the Province. But it has outlived its usefulness 
and time has come when it should be replaced by a new piece of 
legislation. The Act of 1912 was meant to be an all India legis- 
lation and hence could not take into consideration local conditions 
in the different provinces. Even at that time the legislators were 
not blind to the necessity of further provisions according to local 
circumstance. Under the rule making powers given to the local 
Governments this contingency was provided for. 

• Since the Act was passed great changes have taken place. 
The constitution of the Provinces has been revised and Cooperation 
which in 1912 was a central subject has now become a provincial 
subject under the control of a popular minister. Cooperative 
activity itself has made long strides as compared to 1912. Pro- 
visions of the Act which were adequate or even progressive are 
no longer suitable for the present stage of development. Under 
tiie rule making powers numerous rules have been made by the 
Government from time to time and still tliose legislative facilities 
vhich are essential for the expansion of Cooperation cannot be 
provided. For cooperative reconstruction the rules have to be 
consolidated and legislative assistance extended further. This 
can be done only by passing a separate Act for the U. P. 

In what directions amendment and extensions of the provi- 
';ions are required has already been discussed in the chapter*- on 
Legislative assistance. On the lines indicated in the chapter a 
new U. P. Cooperative Societies Act should be passed immediately. 

(5) Consolidation and Expansion side by side ; Whatever 
the plan of development, consolidation and expansion of the 
Movement must proceed simultaneously. A policy of consolida- 
tion without expansion wliile creating a better confidence of the 
people in the Movement will lead to stagnation. On the other 


1 Chapter XXVIII, page 299, 
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band, a policy of expansion xpuhoat consolidation -will 
exi<^tcoce a Urge number of cooperative mstituuons -whi^ will oc 
indifferent None of them is capable of bringing about the 
desired results While it is necessary that the ground gamed by 
Cooperation so fat should be consoudated, it is equally ncccswry 
to expand cooperative activity when conditions arc favourable 
Oinsolidation wiH place Cooperation on a surer footing and 
expinsion uiil extend the benefits to the people who are wiibng 
and bt to receive them 

Consolidation will automatically necessitate scrapping up of 
such cooperative institutions as ace unfit to east In dissolving 
such societies the Department should have no compunction It 
mast always be remembered ihat lo permit them to exist will 
prove suicidal to the Movement which is the special responsibility 
of the Department All attempts should, of course, be made to 
improve tlie affairs of such soacucs, for there is nothing tnorc 
UQ)ust than to give no chances to them to set the matters ^tgnt 
But if the directions of the Department are consistently igoorM 
and the societies continue to be mismanaged action must be swift 
and drasuc Dissolution or a few societies is not so harmful to 
the Movement as a policy of drift and inaction The latter not 
only shakes the confidence of the people outside the Movement it 
leads to a loss of faith on the part of the mtmbcts as well, and 
ultimaiely proves to be a serious set back to the Movement 

Expansion of the Movement also has to be undertaken with 
extreme caution and cate Wbai hoc of development has to be 
tiken up m a particular locality will depend upon the results of a 
survey which has been recommended in the beginning of the 
present chapter But there are two points to note so fat as 
further extension of any cooperative activity is concerned No ex- 
pansion should be undertaken unless there is a genuine demand for 
It from th” people A people’s movement depends for its success 
on popular support If this is absent it is bound to fail Them 
fore, unless the p-ople themselves want a particular type of 
cooperative society the Depattraeot should not force it on them 
merely to expand the Movement 

A good policy to follow would be to organise cooperative 
belter living soacucs m new areas before any other cooperative 
acuvity is introduced Better hviog societies will educate the 
people in the punaples and practices of Cooperauon At the 
same time the members will not be required to undertake much 
finanaa) obligation When tbrae socieues have tun successfully 
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for some time coopSve activitbs 

tion, win be the time for the demand for 

with reasonable chances o institutions will be spontane 

the extension of other it will be a clear proof 

If the demand is not in the Movement and it vnll be 

people are not fit, yet, o ‘ P‘ , tliat they are kept on • 

to the advantage of all con should be carried on y 

Never-the-less a ceaseless ^^rnoathy with and faith m the 

offieWs and ““-“““I" Jj“„rmay bn enlightened and made able 
Movement so that S j cooperative effort, 

to further their interest througii coop 

(6) Emphasis on Non-credit ^°°Pj^g^jo°the criticism that 
development in the future must ^\^^ention on all hands. In 
credit cooperation has UP it is inevitable that credit 

aericuhural province like the U. 1 • cannot 

• cSolemdon will always Predominate hut 

cutLllthc i'ls exploit them 

hands of moneylenders the market price. In P“ 

their produce at a price much oe higher price ana 

S made by them th=y.,.nl«ya, have to ^ y ^ f 

Se nev” sate of tlte quality of goods^ ,g„cal- 

::tings ia nnnecessar ly redueei ^ "'‘’rtolome 

turistsis also true of the P°^,itjed credit facilities and to some 

Cooperation has no ‘5°"'? .P application m other field 

extent benefitted the population, its app 

been very spaiing. present stage of 

Organised marketing beginning in this direction 

development is negUgible. Ah^tos «“aitl a much gteater 
has already been ^^^d^ Pf.ested inac^ 

attention at Aehan^ao those. mer.^ 

l'^eL?r\mphasis on "occur advantages 

Expansion of the I^ovem at present, 

from Cooperation are more tang 

(7) Development of Land gjjort terms. Very little 

provided by the Wement are only for 
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effoits his h-en rmdc s<i fit, to offer lonR term credit to the 
pe pie Tiic con<(cqacnces ate mcvutble land irnpwv^enis 
cannot be undetnken and pan indcbtcJr-ss continues to be bea^n 
ence oF lone tetm faaiities keeps an mflucntial <ertion 

of the popuhii naaa; from the Mosement In order thcrccore 
to extend tl e b n ftis of C M>p ration to alJ classes of the popj 
titian and to e\pnd tlie Mosenent anp proi^tamme of oopcti 
tne teconstru non has to include dcselopment of land luoitgage 
credit 

A large number of Land Mortgage Sociciics should be 
organised all o\ct the Province Long term finances can now 
be ptov tded s n c a Pros mcial Oaopcfanve Bank has been 
established \s has abeadv been suggested in the chapter on 
PtQvmail Coop rativc Bank a separate dcpsrttn-nt should be 
started in the B nk to me t the requirements of the Land Mortoge 
Soaeties and ns accounts <hou!d be scpariicly maintained Dcbcn 
turcs issued b} this department Miould carry a Government 
guarantee in respect of interest Besides this it viiJl als^ be 
necessary to give tranjfcnbie uchts to the tenants to suspend the 
operation ot the Ttansfet of Property Act Insolvency Act 
Truste s Mortgagees po ers Act and Land Imptoveircnts Act 
against trao<fers made m favour of Land \U)ng3ge Eocenes and 
to declare imprav ement of agt cultural land pufcha<e of land ard 
improvement of methods of cultivation purposes h tiding on the 
membera of a )omt Hindu famil) This can be achicv cd either 
by passing a separate land Mortgage Act or by inserting fresh 
provisions in the new U P Oiopcntive Societies Act lb® 
latter course vs more desitvble TTic provisions which are cori''! 
dcred necessary for the development of land mortgage aedtt 
are giv en under New Provisions (g) in the chapter on ' Goopera 
uve Legs'! lauon 

(8) Reorganisation of ihe Department Since Cooperation m 
the U P for a long time to come, will not be in a position to be run 
by the people themselves the Cooperative Department will hav e to 
be responsible for the development of the \Iovemcnt The policy 
of the Department and the Department usclf n“ed a complete 
organisation before cooperative reconstruction can be achieved 

(a) Registrar As has already be«j pointed out the method 
of appointing the Recistrar has robe completely changed Tlie 
man who is appointed to this post must have a dominating person 
aiity and should be a highly ^fted person with ^own sympathy 
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and zeal for the Movement. a°thorou'^h knowledge 

the working of the The polic^ recruiting 

of cooperative principles and hVs, thciefore, to be 

the Registrar froin the Indiari Ci qualifications 

given up. The selection ^ ^ candidate belongs to the 
for the post no matter ^ ^ outsider. If 

Indian Civil Service, j Department, before he is 

the person selected is not a r > ^ quJJ be made to undergo 

given the charge of the Movement he every 

a course at the*"Cooperative C°"^f^^f.^fReaismar. What applies 

branch ofwork he is expected to guide a 

to the Registrar applies ^ ‘ ^ belong to the 

assistants. So far as possible families. 

Province and preferably comes trom the rur 

• rc • The method of recruit- 
(b) Inspectors and S'^P^['^r°,„;ctors and Supervisors a.so 
ment, trainning and salaries o 1 . P ^ elsewhere that under t le 

need a revision. It has been mentioned the Movement 

present conditions the_ .i^^ci.ism of these officers, Tie 

depends on the quality and _ the type of persons joining 

quality of the officials is determined by the 

these posts and their subsequent training^ imning 

be attracted to the Department and the g 

were imparted to them, the ^?lrnme of expansion. The mo 
class officials to execute its Pf°S required in the train- 

suitable qualifications and the ^™P j-^a in the chapter on 
ing of these men have ^ been s gg 

Cooperative Department . „ up rhe results for the 

Hovv-so-ev=r able *= offic.J ™y 
Movement will not be gteat unless the) 

and fairly active. . 

• There is a well known saying. 
Question of their Salary • of attracting the righ 

‘ Mo^y makes the mare go . ^he p ^ die Movement are 

type of persons and their en • salaries offered by 
questions of their ‘^..five Union to their Inspec o 

Department and the U. P; ^°°P ‘ jow that only those w 

and Supervisors, offer themselves for these po . 

fail to obtain a service elsewhere foj. the Department 

Under the drcustances it IS P° rs are not capable of first 

get first class men. And second laters^^ ^ 3^^ of 

class results. The question ° • ge\a work are boun 

money. Inconveniences inherent m n 
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people of the Province are unable to read, the most useful work 
that can be done is to organise lectures in simple vernacular all 
over the Province. The staff of the section should be on tour 
most of the time preaching the gospel of Cooperation, explaining 
to the simple folk the advantages of different types of cooperative 
activity and the defects of tlie existing situation. For the work of 
this magnitude the present staff of the section is hopelessly inade- 
quate. If the message of Cooperation is to reach every nook and 
corner of the U. P. the staff has to be enlarged considerably, 

(9) District officers should take more interest in the Move- 
ment. Expansion of the Movement, again, will need the help of 
influential persons, officials and non-officials. The district officers, 
unfortunately, have not felt it their duty to encourage- Cooperation 
and support it. They have been mostly indifferent to the Move- 
ment. The Government must emphasise the necessity and dpsir; 
ability of an active support to the Movement on their part. They 
should be instructed to extend a helping hand to cooperative 
activities wherever possible. 

(10) More Government Expenditure on Cooperation : Re- 
organisation of the Cooperative Department, expansion of the 
Movement, closer supervision of cooperative activities and guaran- 
tees for debentures requite a greatly increased provision for 
Cooperation in the Provincial budget. Considering ihe importance 
'and the scope of the Department, far too little has been spent by 
the Government over it. This has been one of the important 
reasons why the growth of Cooperation has been stunted in the 
past. If extension of Cooperation so far as to reach the remotest 
part of the Province is the target, sufficient funds must be provided 
by the Government. » Only when adequate funds are available 
can the Movement be speeded up. 

^ (11) De-officialise gradually : The Government should also 

remember that the Cooperative Movement is a trust that must be 
' handed over to the people a§ soon as they are fit to receive it. 
Official interference and control should be kept at the minimum 
consistent with the sound working of the Movement. An attempt 
should, therefore, be made by the Department to associate non- 
officials with the administration of the Department and working 
of the societies. ,It will be a good policy to appoint suitable 
persons as Honorary Assistant Registrars, Inspectors and organisers 
and give them an opportunity to taTje part in the administration 
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